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BARBER Appliance Burner 


Service is Worth Looking Into! 


For a third of a century, Barber has been widely recognized for superior 
quality in gas conversion burners, and also in burner units for many other types 
of gas appliances. For the past 10 years or more, Barber has increasingly com- 
manded the quality market for appliance burners, in numerous types of gas-burn- 
ing appliances. There must be reasons for this. There are. 


Barber has devoted a major portion of its research, testing, and development 
facilities to the job of creating and perfecting the exactly proper burner unit to 
fit the gas appliance involved. That's because the burner is the heart ef the appii- 
ance. In shape, size, and type of jets, the burner must suit the appliance, for the 
appliance itself to perform at par. Thus Barber is able to design, test, and then 
build hundreds of types of gas burner units (for all kinds of gas) that are expertly 
engineered for the individual appliance. In short, Barber has become BURNER 
UNIT HEADQUARTERS for hundreds of appliance makers, who rely on Barber to 
take care of their burner problems. Where else can any appliance manufacturer 
avail himself of an equal degree of burner experience and resourcefulness? Buy 
Barber and you buy the best. 


Write for latest Catalog showing all models of burners for Appliances, 
also Conversion Burners, Regulators and Controls. 


THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliance: 
yee 
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N the wake of the recent disastrous 

flood on the Missouri and Kansas 
rivers, we hear revival of the controversy 
about the best way for the government 
to develop these water basins. Should 
they be developed by the Interior Depart- 
ment or the Army Engineers, or the com- 
bination Pick-Sloan plan? Or should it be 
by a quasi autonomous “authority” (a 
la TVA)? The flood water of the Mis- 
souri had not even subsided when a 
powerful delegation from the Missouri 
basin flew into Washington, D. C., to 
lay down their demands for more Federal 
funds before the Senate Appropriations 
Committee. They wanted $300,000,000 
for the Pick-Sloan plan in the Missouri 
river valley, including the Kansas or 
Kaw river. They wanted direct flood re- 
lief. They wanted more definite commit- 
ment to the ultimate completion of the 
Pick-Sloan plan. 


Ma General Lewis A. Pick, in a 
recent address, went even  be- 
yond his alliance with Reclamation. He 
held out an olive branch to the Agricul- 
ture Department, with a flowery picture 
of the advantages of soil conservation. 
“Flood control and soil conservation go 
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© Fabian Bachrach 
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hand in hand,” he pleaded. “One cannot 
do both jobs. One complements the other. 
Neither takes the place of the other. That 
has been accepted by technical people the 
world over. And so it goes; one brand 
of public works advocates battles or com- 
promises with another brand. But all 
seemed to agree on one point—we must 
have Federal spending, to bring about 
the completion of these ideas. And yet, 
in areas where a Federal department has 
had pretty much its own way, opposition 
and conflict spring up just the same, on 
the part of the local interests. 


TAKE for example the Kings river de- 
velopment in California. Since 1939 the 
Bureau of Reclamation has been at- 
tempting to bring about integration of 
the Kings river with the Central Valley 
project of California. But the Kings river 
water users have other ideas. CHARLES 
L. Kaupxe, chief engineer and water 
master of the Kings River Water As- 
sociation, in his article “The Kings River 
Controversy,” on page 207, tells us why 
his group is strongly opposed to being 
absorbed in the Central Valley project. 
It is a remarkable analysis, from one 
point of view, of the steps taken by the 
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Federal agency to capture control of 
Kings river water. 


Born in Pulaski county, Indiana, 
KauPKE graduated in civil engineering 
(BS) from the University of Oklahoma 
and took his first job with the Bureau of 
Reclamation on the North Platte project 
in Wyoming under former U. S. Rec- 
lamation Commissioner Harry Bashore. 
KAUPKE served as engineer on several 
reclamation projects in Sacramento val- 
ley and put in two years with the De- 
partment of Agriculture on soil surveys. 
In 1918 he took measurements on the 
Kings river for the California state engi- 
neer. Until the formation of the Kings 
River Water Association in 1927, he 
worked out temporary diversion sched- 
ules under which Kings river water users 
operated. Since 1927 he has been chief 
engineer and water master of the associa- 
tion. 


* * * * 


HE opening article in this issue, “Is 

There a Limit to Stockholder Of- 
ferings?”’ presents questions which the 
utility companies must ponder in issuing 
stock. Written by W. F. STANLEY, vice 
president of Southwestern Public Serv- 
ice Company of Dallas, Texas, it gives 
us a thoughtful analysis of this problem 
from the viewpoint of utility manage- 
ment. 


Born in Brooklyn, New York, Mr. 


CHARLES L. KAUPKE 
AUG, 16, 1951 


STANLEY worked over twenty-five years 
on financial corporate accounting and 
Federal tax and legal matters for a na- 
tionally known New York firm of utility 
engineers. In 1939 he became secretary- 
treasurer of General Public Utilities, 
Inc., and planned the integration of the 
system known today as the Southwestern 
Public Service Company, which he 
joined in 1942 as secretary-treasurer and 
became vice president in 1944. 


x* * * * 


Le this issue we present a review of the 
accomplishments of electrification of 
rural areas in New York state, as noted 
by the recent commemoration of the fifti- 
eth anniversary of rural electrification by 
CHAIRMAN BENJAMIN F. FEINBERG, of 
the New York Public Service Commis- 
sion. 


A HALF-CENTURY ago Guy Beardslee 
first showed the practicality of a rural 
electric line to serve a number of farms 
near St. Johnsville. Today 97 per cent of 
all farms in New York state enjoy, or 
have available, central station electric 
service—93 per cent actually take serv- 
ice. Since this is almost entirely private 
electric company development, an ac- 
count of the reasons behind New 
York’s farm electrification record makes 
thoughtful reading. 


CHAIRMAN FEINBERG was born at 
Malone, New York, in 1888, and studied 
law at the Albany Law School of Union 
University from which he graduated in 
1911 (LLB). After some private law 
practice in Plattsburg, New York, he 
became a city judge in 1922. Ten years 
later he was elected to the New York 
state senate. During his eight consecu- 
tive terms, he became majority leader 
(Republican). Under Governor Dewey 
he was appointed chairman of the New 
York Public Service Commission in 
1949. 


THE next number of this magazine 
will be out. August 30th. 
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= but THIS ONE BOX™ holds 1,500,000 microfilm copies 





...and that’s not all microfilm saves 
To one large public utility, keeping customers’ 
bill stubs on file for the period required by law 
used to mean finding storage space for ten and 
a half million stubs. Before this firm adopted 
microfilming, that meant renting space five miles 
away—plus the cost of transporting the records. 

But today—what a difference! This Company 
now keeps microfilmed copies of all their stubs 
at the home office. They are saving the cost of 
the former storage space . . . of the transporta- 
tion... of the hours of waiting time when they 
need to consult a record. 

They also have added security. By using a 
dual-lens camera, they make two photographs of 
each stub—the “extras” to be stored at a distant 


point for safekeeping, with the same phenom- 
enal savings in space. 

Microfilm saves up to 99% in space. 15,000 
stubs fit on a roll only 1” wide, 536” in diameter. 
Cost is nominal. Get full information at once 
on the savings microfilm can make for you. 
Write today for booklet F 212. Address Manage- 
ment Controls Reference Library, Room 1296, 
315 Fourth Ave., New York 10, N. Y. 

*10%4” x 10%” x 25” 


To examine a customer’s account, it is a simple 
matter to place the film in a 

Film-a-record Reader and 

refer to the wanted stub in 

a few seconds. The card 

appears clearly, enlarged to 

actual size. 


Hemington. Fkand. 
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Coming IN THE NEXT ISSUE 


* 


THE FEDERAL FIGHT FOR POWER OVER POWER. PART I 

Here is a forthright discussion by the nationally syndicated newspaper 
columnist, Ray Tucker, of the policy clash between the Interior Department 
and the Federal Power Commission. These serious differences of statutory 
interpretation have recently burst into open litigation between these two 
Federal agencies in the Federal courts—a most unusual, if not unprecedent- 
ed, situation. The primary question is: Which agency shall control the 
licensing authority over electric power? But the potentialities of the strug- 
gle go much further. In the first instalment of this 2-part series, Mr. Tucker 
examines the background of the Interior Department's ambitions to control 
all forms of Federal property licensing—culminating in the Idaho transmis- 
sion line case. 


IS RETROACTIVE TAXATION VALID? 

Because of the widespread interest and current importance of utility tax 
discussion, and in view of the imminent congressional action on the House- 
approved bill to increase taxes generally, we present in this issue another 
analysis of utility taxes. This is an examination of the inequities of retro- 
active taxation as proposed in the House bill, in the absence of any 
compensatory provision for retroactive rate increases. It is written from 
the standpoint of management by a public utility executive, Richard L. 
Rosenthal. 


A MORE EQUITABLE UTILITY TAX PLAN 

This is a discussion of a new plan for a Federal excise tax to equalize the 
Federal tax burden on electric utility companies, electric co-operatives, 
and public power agencies. It is written by a California attorney and tax 
expert, Richard H. Peterson. It is noteworthy that a spokesman for the 
National Association of Railroad and Utilities Commissioners recently made 
a similar proposal to the Senate Finance Committee in connection with the 
pending bill to increase corporate income taxes — including those on 
public utility companies. 


PIONEER EXPERIMENTAL RURAL ELECTRIC LINES—1923 

In the contemporaneous flurry of publicity over the celebration of Rural 
Electrification Week—beginning August 26th—the memories of electric 
industry people inevitably go back to the pioneer project sponsored by the 
Northern States Power Company. It was back in 1923 that two experi- 
mental lines were built, one near Red Wing, Minnesota, the other near 
Renner, South Dakota. They were both energized on Christmas eve of 
that year, bringing the thrill of electric lighting to a score of farm homes. 
B. F. Braheney, president of the Northern States Power Company, has writ- 
ten an interesting account of this pioneer experiment and the subsequent 
development of rural electrification in the Northwest. 


* 


A lso . « « Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Time-saving, 


money-saving 


idea for you 


OME folks laughed when a girl sat down 

at this typewriter “piano” and began to 
tickle the keys. 
But this 1871 Sholes typewriter—one of the 
first practical machines—started a revolution 
in the status of the fair sex, and in business 
as well. For the typewriter proved it could 
help get the work done neatly, and in a fraction 
of the time it formerly took. 


Ever since those early days, more and more 
specialized machines have been saving time 
and money. An unusual machine that should 
be of particular interest to you is the Bill 
Frequency Analyzer illustrated here. 


Courtesy Bettmann Archives 


It can help give you an accurate picture of 
your consumers’ usage situation within a short 
time. It analyzes as many as 200,000 bills in 
a day. It turns out work at only % the cost 
of having the analysis made in your offices. 


If you are not now using this remarkable 
service, we suggest you... 


Send for FREE booklet 


“The One-Step Method of Bill Analysis” will 


give you all further details. Write for it 


today. 


Recording and Statistical 
Corporation 


100 Sixth Avenue, New York 13, N. Y. 
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CCaukelle CEaake 


“There never was in the world two opinions alike.” 


DouctAs MACARTHUR 
General of the U. S. Army (Ret. 


GEORGE E, STRINGFELLOW 
Vice president, Thomas A. 
Edison, Inc. 


DecHArp A. HULCcy 


President, Chamber of Commerce 


of the United States. 


THOMAS H. SANDERS 
Professor, Harvard University. 


M. S. RUKEYSER 
Columnist. 


W. G. VoLLMER 
President, Texas & Pacific 
Railway Company. 


Rosert A. Tart 
U. S. Senator from Ohio. 


Epitor1AL STATEMENT 
The Wall Street Journal. 


AUG, 16, 1951 


—MONTAIGNE 





“End invisible government based upon propaganda and 
restore truly representative government based on truth.” 


¥ 


“Governments go to the poorhouse when they habitually 
spend more than they earn. When governments go to the 
poorhouse, they take their citizens with them.” 


¥ 


“Freedom is a unity, a condition. Just as the kingdom 
is the realm of the king, so freedom is the realm of the 
freemen. Break up the realm and you destroy freedom.” 


* 


“What all history goes to show, is again confirmed 
by a good deal of evidence . . . that difficulty, danger, 
and strenuous effort are themselves incentives to many 
men.” 


* 


“Americans must choose their way of life. It is non- 
sense to assume that happiness and progress may be 
achieved through side-stepping the great issues, and try- 
ing to be half capitalist and half Marxian.” 


* 


“In our fight against inflation, the only sound way to 
overcome it is to increase our production. The funda- 
mental law of supply and demand cannot be changed by 
governmental decrees. Increased production is the real 
antidote to inflation.” 


* 


“The vitally necessary thing, is to substitute in the 
executive department people who are interested in protect- 
ing the people from exploitation by the government 
through taxes and controls, instead of those who believe 
that spending is a public service necessary for their own 
welfare and that of the people.” 


* 


“To some extent in World War I and to a great extent 
in World War II we had many people who thought war 
was an excellent chance to impose theories about which 
the American people had not been asked. The present 
unpleasantness will be no different as the activities of 
the spenders seem to show. Wars always have had their 
profiteers and camp followers.” 


12 
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This advertisement is under no circumstances to be considered as an offering of these securities 
for sale or as a solicitation of an offer to buy any of such securities. 
The offering is made only by the Prospectus. 


541,464 Shares 
Pacific Power €f Light Company 


Common Stock 


(Without Par Value) 


Transferable Subscription Warrants evidencing rights to subscribe for 250,000 of 
these shares have been issued by the Company to holders of its Common Stock, 
which Warrants expire at 4 o’clock P.M., Eastern Daylight Saving Time, on August 
14, 1951, as is more fully set forth in the Prospectus. Any shares which shall not be 
subscribed for may hereafter be offered by the Underwriters as set forth in the 
Prospectus. The balance of 291,464 of these shares are issued and outstanding shares 
to be sold by Selling Stockholders, also as set forth in the Prospectus. 





Price $14.25 per Share* 


*The Subscription Price to Warrant Holders and the 
offering price for the remaining shares is identical. 





Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such States. 


Lehman Brothers Union Securities Corporation 
Bear, Stearns €& Co. Dean Witter €9 Co. 


July 26, 1951 

















REMARKABLE REMARKS—( Continued) 


Bruce Barton 
Columnist. 


James L. MADDEN 
Vice president, Metropolitan Life 
Insurance Company. 


EprrorraL STATEMENT 
Reynoldsville, Pennsylvania, Star. 


Henry Forp II 
President, Ford Motor Company. 


Excerpt from Monthly Letter, pub- 
lished by the National City Bank of 
New York. 


EprrortAL STATEMENT 
Times-Herald, Washington, D. C. 
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“Unity could come to this country overnight if the 
administration were to tell us honestly: We are for 
America first. We are for the defense of the Western 
Hemisphere second. And we are for as much unity with 
Europe as Europe will show it will reciprocate.” 


* 


“More of our people must be made to realize that their 
failure to use the ‘ballot box’ may be endangering their 
own future welfare. An unused vote is one less oppor- 
tunity to help control governmental policies, representa- 
tives, and officials through the election process.” 


* 


“Those who are raising the cry today that the Federal 
government is rapidly entering every phase of this coun- 
try’s economy, can only ask themselves one question, 
‘How many times did I invite it to do that very thing?’ 
The less we cry piteously in both our state and local af- 
fairs, the more this trend of benevolent control from the 
Capitol will diminish. It is time to choose our masters.” 


ad 


“Tt should be a fundamental principle that taxes are 
raised in such a way as to make sure industry and indi- 
viduals will have the incentive and ability to keep on 
investing directly in our common future—putting their 
savings into our constantly increasing capacity to produce 
..- I get my dander up over government controls only 
when ... people in government get the idea it is their 
job to plan our lives and order us to do things we do 
better ourselves in our own way.” 


a 


“Unless the industries of this country are permitted 
to earn a rate of return that will foster incentive and 
attract capital, growth will be stultified and the ‘mature 
economy’ we used to hear so much about in the thirties 
will be here with a vengeance . . . Not only the future 
of the private enterprise system, but the security of the 
country itself, depends on our maintaining the vigorous 
dynamic growth which has been responsible for our high 
standard of living and which played so decisive a rdle in 
winning the war.” 


* 


“In Britain the Socialists are biting out 41 per cent of 
the people’s earnings, or $1.23 of each $3 earned. This 
heavy bite .. . has discouraged incentive and enterprise 
and instead of lifting, has diminished an already low 
standard of national life. Yet this is what the Socialists 
fight to hold, because it bolsters the cause of state rule. 
The Socialists dress up their bureaucracy as spreading 
wealth, but this is fakery. What they have done is to share 
the poverty, as the English people are learning. And we 
are now face to face with the same proposition.” 
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Here’s a great new 
Burroughs to speed 


your ledger posting | 


Never before have utilities had the opportunity 

to mechanize ledger posting at such moderate cost— 
because never before has there been a medium-priced 
machine so flexible and fast, so easy to operate, 

as the sensational Burroughs Sensimatic. 


This is the all-new, amazingly versatile figuring tool — 
the machine with a “mechanical brain” that directs 

it through every accounting job swiftly, easily, 
accurately. The Sensimatic makes possible 

the complete mechanization of all your posting 

work from a single machine. 


Investigate now. Learn how the Sensimatic can save Handles all These Jobs 
dollars, hours and effort .. . how surprisingly 
little it costs to own. Write for complete information. And more 
Burroughs Adding Machine Co., Detroit 32, Mich. Operating Ledigers 
Work Order Ledgers 
General Ledger 
Material and Supplies led 
Bank Ledger 


Revenue Ledgers 
Accounts Receivable 


Stockholders Ledger 
Operating Statements 


——- FF vee S @ Eke Gis 





4 
WHEREVER THERE’S BUSINESS THERE’S Burroughs 
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Every businessman at some time or another faces a problem of how 
to handle a sudden job or emergency without adding to his organ- 
ization’s normal personnel. 

Here is experienced help when you need it... as you need it, On 
call for continuing or special programs or projects. 

Forty years of experience in the utility field has given us the 
background and know-how to assist you in many phases of your 
operations. 

For problems related to the introduction of natural gas, gas 
storage, and public relations problems accompanying the entrance 
of natural gas into your area, construction of new power plants or 
substations, metering, rates, audits, methods, financing, representa- 
tion before government agencies and industry committees, reports 
and studies — for help with all problems confronting busy executives 
— call Commonwealth. 


Check the ways in which Commonwealth can contribute to the efficiency and economy 
, of your organization. Write for booklet describing the many services available to you. 
> Address: Commonwealth Services Inc., Department E4, 20 Pine Street, New York 5, N.Y. 


INVESTIGATIONS * REPORTS * FINANCING * ACCOUNTING © SYSTEMS © TAXES * INSURANCE 
PENSIONS * RATES © DEPRECIATION © VALUATIONS * DESIGN AND CONSULTING ENGINEERING 
METERING * PURCHASING * INDUSTRIAL AND PUBLIC RELATIONS * MERCHANDISING * ADVERTISING 


a 


(Co MONWEALTH 
Gervices nc. & 


20 PINE STREET NEW YORK 5, N.Y. HANOVER 2-0170 


7 HAYES STREET JACKSON, MICH. 1025 CONNECTICUT AVE. N.W. WASHINGTON 6, D.C. 
DIAL 8121 STERLING 3363 


ABILITY*s EXPERIENCE * RESOURCEFULNESS © RESULTS 
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GET LOWEST COST PER FOOT OF TRENCH 


Barber-Greene 
Rencbad service DITCHER 


with M¥ORA CROWD 


ALL-WEATHER 
ALL-GROUND 
PERFORMANCE 


DESIGNED THROUGHOUT FOR UTILITY SERVICE 


e 15 m.p.h. road speed 

e One-man operation 

e Control of digging from cab or ground 

e Finger-tip controlled hydraulic hoist 
for Vertical Boom 

e Fastest digging speeds under all con- 
ditions — in everything from loam to 
coral rock, down to 48” deep — 


© 5%", 72", 10%” cutting widths 

e Digs clean trench—no ramp to be dug 
by hand 

e Hydraulicbackfill blade“available 

e instant]stop — quick reverse 

e Heavier construction; better traction, 
low bearing pressure 


FASTEST DIGGING UNDER ALL CONDITIONS 


Runabout digging speeds will 
vary according to soil condi- 


TYPICAL DIGGING SPEEDS Feet per Minute 





tions. Here are typical ex- 
amples of actual Runabout 


TYPE OF SOIL 


Boom Size | 54" 7%" | 10%’ 


| 





performance: in 10 hours a 
Runabout drove 53 miles and 
dug 2320’ of 5%.” x 36” 
trench. Another Runabout dug 
over 1460’ of coral rock — 50 
different services in an 8-hour 
day. Send for Bulletin 705-A 
for full details. 


Loose Loamy Soil Ideal Conditions 


12-16 8-12 


Average Gravel Soll—Loose.............| 6+ 6-8 | 6-8 
Cemented Clay Gravel—Tight........... - 3-6 3-6 
Caliche, Partially formed Limestone... ... 2-6 2-6 
Coral Rock or Frozen Ground - 1-5 1-5 











Barber-Greene Company 


> 


LING 
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with cost-saving B&W 
Cyclone-Furnace Boilers 





Savings 

through simplification of collectors 
and ash-handling equipment, due to 
drastically reduced volume of fly-ash 























leaving the furnace. 





Savings 

















through lower cost and maintenance of 
coal preparation equipment. 











Savings 
through higher boiler efficiency due to 
low excess air. 

















Savings 
through reduction of boiler and build- 
ing size. 






































This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





UST CONTROL 





The logical place to start controlling fly-ash is in the furnace, where it is produced. B& W’s 
unique Cyclone-Furnace recovers extremely high percentages of ash in the form of easy- 
to-handle slag. Your collectors handle only a small fraction of the dust-loading they would 
normally receive from pulverized-coal fired boilers, even those of the slag-tap furnace 
type. This big advantage, illustrated in a typical case study below, is only one of several 
that account for selection, since 1946, of Cyclone-Furnace Boilers with total steam ca- 
pacity exceeding 14 million pounds per hour. 
750,000 LB PER HR BOILER—16% ASH—10,000 BTU COAL—14,250 LB ASH PER HR 
PC 


 —— 
ASH 


50% COLLECTOR 
EFFICIENCY 


90% COLLECTOR 
EFFICIENCY 


3 


POUNDS OF ASH PER HOUR 


: 


——ASME 
— 0.85 LB 


_ ASH 
1000 LB GAS 
CYCLONE 


3 


CYCLONE 


POUNDS OF ASH PER HOUR POUNDS OF ASH PER HOUR 
TO COLLECTOR UP STACK 


-JoT-iaela 4 
ind iae> 4 


Helping Industry Cut Steam Costs 
Since 1867 
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FACILITIES FOR THE SMALLEST OR THE LARGESI 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 
Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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In case after case, where 
Grinnell MULSIFYRE has been 
on guard, hazardous oil fires 
have been effectively con- 
trolled—damage limited. For 
example... 


e On August 2, 1944, a fault 
occurred on the 26 KV ring bus 
at a substation of the Public 
Service Electric & Gas Co., 
Harrison, New Jersey. Follow- 
ing the tripout, the operator 
noticed the end bay, where the 
transformer was located, to be 
ablaze. He immediately acti- 
vated the electrical control oper- 
ating the Grinnell MULSIFYRE 
System, deluging the trans- 
former banks with water spray 
and extinguishing the fire. 


@ At a substation of the Omaha 


PROTECTING 


flammable, 


oil-filled 


TRANSFORMERS 


with time-tested, 
rapid extinguishing 


GRINNELL 





MULSIFYRE 





Public Power District, Omaha, 
Nebraska, two 25-year-old three 
phase 6250 KVA 13.2—2.3 KV 
water-cooled indoor type trans- 
formers were protected by a 
MULSIFYRE System automati- 
cally actuated by Quartzoid 
Pilot Sprinklers. On August 30, 
1944 a minor explosion occurred, 
setting the transformer afire. The 
Grinnell MULSIFYRE System 
went into operation immedi- 
ately, and there was no fire 
damage. 


e In 1948, a lightly constructed 
wooden sawing shed was erected 
by the Singer Manufacturing 
Company, Bridgeport, Connec- 
ticut, adjacent to a bank of three 
500 KVA transformers. A fire 
started in the shed, apparently 
when a carelessly discarded cig- 
arette or match ignited sawdust, 


and quickly burned through the 
roof. The MULSIFYRE System 
operated over the exposed trans- 
formers, preventing damage to 
them. 


Stop future trouble and expense. 
Get complete facts now on reli- 
able Grinnell emulsion - forming 
spray systems. Write Grinnell 
Company, Inc., Providence, R. I. 
Branch offices in principal cities. 


GRINNEMaddfyte 


EMULSION-EXTINGUISHMENT OIL FIRES 


a 
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Is Working for Utalities 
ig 


By combining the flexibility of punched cards with the versatility of elec- 
tronic tubes, IBM Accounting has developed greater advantages than ever. 


Utilities now save even more time in the over-all accounting pattern... 
employees have more time for other productive work. Electronic machines 
simplify the meter-reader’s job, do complex bill computations at fantastic 
speed, reduce still further the time necessary for cash-stub sorting. 


IBM’s practical application of electronics to business machines, as it 
the Electronic Calculating Punch, illustrated above, has resulted in 
reduced costs for utilities . . . better service for their customers. 


INTERNATIONAL BUSINESS MACHINES CORPORATIC 
590 Madison Avenue, New York 22, N. Y. 
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tility Saves 7 Weeks and $3054 
Six Transformers by Ordering RM 


lower prices and faster shipments have sold 
a Southeast Texas Utility on the RM* idea 





A recent specific order shows why: 
Six transformers were ordered for 
two important substations. Each was 
a_ single-phase, 1000-kva vunit— 
step-down from 67,000 volts to 
7620/13200 volts Y. The net price 
for one of these RM units was $5738, 
while the net price for a comparable 
nonstandard transformer was $6247. 
Total saving—because the utility 
purchased RM—was $3054, and 
what is equally important, shipment 
was made in 11 weeks, versus an 
average delivery at that time of 18 
weeks on nonstandard transformers 
REE REPETITIVE-MANUFACTURE TRANSFORMERS installed at of similar ratings. Are you taking full 
whstation of a large utility in southeast Texas. They are each advantage of RM? Available in single- 
~ 1000-kva, single-phase, 67,000 volts to 7620/13200Y. and three-phase ratings, with or 
ylindrical auxiliary tanks contain oil and an inert gas which ° : 
xdudes oxygen and preserves the insulating oil in main tanks. without load-ratio control and fan 
cooling, RM transformers are easy 


*RM stands for “Repetitive Manufacture.” By using to apply to your system. For com- 
standardized construction methods, General Electric plete listings and application infor- 


builds RM power transformers more economically— . ° . 
diana: ti tenti: SE Gates en eas & mation, write for Bulletin GEC-479. 


ratings 10,000 kva and below ond up to 69 kv, with General Electric Co., Schenectady 
many optional features. 5, New York. 





GENERAL (6 ELECTRIC 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 








“[ never thought of floors in relation to earning power” 
—. | 





“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” 


Write for the simple facts— 


H. H. ROBERTSON COMPANY 
2424 Farmers Bank Bvilding, Pittsburgh 22, Pennsylvania 


Factories in Ambridge, Pe., Hemilten, Ont., Ett ° Englend 
Offices in $0-Principal Cee . 2 Werld- Wide Buliding Serview 





HERE'S WHAT THE ARCHITECT SHOWED: 


Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre 
cut. Two men can lay 32 sq. ft. in 30 seo 
onds. Construction is dry, incombustible 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction give 
a faster completion date. Completion time, 
not starting time, determines how soo 
your investment pays off. 


Why Q-Floor keeps a building modern. 


The steel cells of Q-Floor are crossed over 
by headers for carrying the wires of every 
electrical service, regardless of how many 
new business machines may be invented. 
An electrical outlet can be established on 
every six-inch area. It requires but a small 
hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








IF IT FLIES AFTER THIS | 


With extensive damage in a 





critical wing area, this fighter 






interceptor returned safely to its 





Korean base. 











WILL RIDE LIKE THIS —. 


One of 30 street service bodies 
operated by Washington Gas Light 
Company. 







at cS £0! ae 
tees ue Se * 


TOUGH, LIGHTWEIGHT, ALL ALUMINUM 


THOMPSON 
UTILITY BODIES 


BUILT FOR MANY YEARS OF DEPENDABLE SERVICE 
UNDER RUGGED OPERATING CONDITIONS 



























While supplies of Aluminum and Steel Bodies are limited 
Place a few THOMPSON units in your service 
Compare their operating costs with your steel units 
Let FACTS decide your future Policy 













THOMPSON TRAILER CORP. 
PIKESVILLE, MARYLAND 









i 
| 
| 
THOMPSON l [—- Have Representative Call 
TRAILER | [J Send Full Information 
I OM TINE 6 ELITES « o5'5iis. 6006 SONOS 5 0 oo che Fee 008 
! 
Cc ° R P : PE Flirt Cae a Ub vk o.cis's bo Ohw RORRERK duh Vaasa 
Pikesville, Maryland Sab tigen skunk scaysss0cacesabekenc sapegechettye 
! 
| 


Telephone: Pikesville 130 
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Guardians f 


SPRAGUE 


CAST IRON AND ALUMINUM 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 
& 

Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 

The foresight of Sprague Engineers in the 

past, today makes the oldest Sprague 

models as efficient as the newest. 


SPRAGUE NO. 1A METER 


The services of the Sprague Engineering 
Staff are at your disposal. Data and prob- 
lems of gas measurement and control will 


be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 


THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTS 


BRANCHES DAVENPORT IOWA © HOUSTON 


LOS ANGELES CAL © SAN FRANCISCO 
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© BRASS: SEAT 
© GROUND JOINT 


@ ALL THREADS 
TAPERED 


of uniform 
compliance with the rigid 
requirements of the 


UNDERWRITERS' 
LABORATORIES 


@ listed by Underwriters’ Laboratories for use with all piping applications, 
including hazardous liquids, up to 250 Steam Pressure. 


@ Larger sizes are all forged-steel; smaller sizes machined from solid 
bar steel. High tensile strength —no sand holes. 


@ Compare Capitol Unions with ony other union. Check workman- 


COUPLINGS — NIPPLES 
YRNACE COILS 


— UNIONS 


WELL SUPPLIES 


ship, dimensions, weight, nish; perform any test within 


. their pressure rating — then, compare prices. 
ro ts helium a with each ¢ 





“iin 


MFG. & SUPPLY CO. 
COLUMBUS, OHIO 


RADIANT HEAT FITTINGS 
STEEL PIPE FITTINGS 
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as more people 
become 


your cusfomers... 


.» Your space requirements for serving these customers 
and maintaining your property must keep pace with 
the increase in the generating capacity 


- ~oll ei 


on 88 con soot 
Appraisal Insurance 
Budest & Pensions 
o Purchasing 
Business 


Studies Rates & 
Consulting vaung 
Engineering Research 
Design & Sales & 
Construction Marketing 


Financial 

Systems & 
Industrial Methods 
— tions 


Taxes 


& f txpediting Traffic 


of your agatem. To help maintain efficient ser 


vice, utility companies can turn to 

Ebasco for help in getting the full facts 

about the space they need to keep their opera 
tions in balance as generating capacity is installed. 


Because Ebasco’s Space Planning Division has had long ex- 
perience with this problem, they can save you time and money 
in finding the solution that is best for you. 


First they make a space requirement survey based on present 
operations. This information is projected to predict space re- 
quirements for service and maintenance in terms of future 
growth. Knowing these facts will help make your plans more 
successful and maintain your service standards as your busi- 
ness increases. Initial consultation with Ebasco is without 
cost or obligation. Write for ‘‘The Inside Story of Outside 
Help,” describing the Ebasco services available to you. Dept. 
W, Ebasco Services Incorporated, Two Rector Street, New 
York 6, N. Y. 


EBASCO SERVICES INCORPORATED 


New Yor« ° CuxIcaco . Wasaincton, D. C. 
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Only time will tell the story of how 
good a hydraulic turbine really is 
—and Leffel turbines are already 
thoroughly time-tested, in scores 
of installations where they have 
been going strong for decades 
without need of repair. 


Leffel turbines are so expertly 
planned, so carefully and precisely 
built that you can be sure of 
trouble-free efficiency for a long, 
long time. Leffel pays special at- 
tention to the conditions under 
which the turbine is to be used, and 
maintains a friendly interest in 
the turbine's performance after 
installation. 


If you have a water power prob- 
lem, entrust it to Leffel's hydraulic 
engineers — real experts in the 
water power field. Put Leffel's 89 
years of hydraulic power experi- 
ence to work for you—now. 


DEPARTMENT P ¢ SPRINGFIELD, OHIO, U.S.A. 
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Exide-Manchex 


provides the dependability needed 
by this Station Duty Cycle 


Green River Power Station uses 60-cell Exide-Manchex 
to control switchgear, to supply power for emergency 





lighting, alarms and communication systems 


Kentucky Utilities Company 
Green River Power Station, Central City, Ky, 


t 


60-cell EME-25 Exide-Manchex Battery controlling switchgear and supplying emergency power in the Green River Statio 


The Green River Power Station, a modern 
base load plant of the Kentucky Utilities 
Company, utilizes two 30,000 KW turbine- 
generators. It supplies power for important 
communities and industries in the sur- 
rounding territory through three radiating 
33 KV lines, two 66 KV lines, and one 
138 KV line. 


The station battery—a 60-cell EME-25 
Exide-Manchex—is used as a source of 
supply to trip and to instigate the reclosing 
action of seven 66 KV and four 33 KV oil 
circuit breakers. These are pneumatic clos- 
ing, with the battery supplying penne to 
operate the air valve which closes the 
breaker. Inside the plant are 31 air circuit 
breakers operating at 2.4 KV. These break- 
ers are also controlled by the Exide- 
Manchex. The air breakers control all 
motors of 100 H.P. and up; all station 
auxiliary power. And when all else fails, a 
battery-operated motor-driven oil pu 
maintains pressure in the hydrogen = 
seal system. 


Besides the switchgear control, the Exide- 
Manchex supplies power for 14 KW of 


emergency lights, which are on a throw- 
over switch; all alarms in the station system; 
and, in emergencies, all communication 
systems through a rotary converter. 


All these duties are performed dependably 
—economically—by the Exide. Manchex 
Battery. Use Exide-Manchex in your sta- 
tion: For positive operation of switchgear; 
for an adequate and uninterrupted supply 
of current for all your stationary battery 
requirements. Exide-Manchex is your best 
battery buy! 





ONLY EXIDE-MANCHEX BATTERIES 
GIVE YOU ALL THESE FEATURES: 


© Exclusive long life manchester positive plate. 

®Slotted plastic separators, impervious to 
chemical and electrical reaction. 

© Plastic spacers for plate alignment. 

© Latest development in molded glass jars for 
compact installation. 

© Heavy terminal posts with copper inserts for ex- 
tra conductivity to give instant high discharge. 











THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and “‘Manchex” Reg. Trade-marks U.S. Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 63 YEARS...195 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, ete.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 





National or Sectional Coverage 





o e 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS ¢ PHILIP H. CARPENTER * WARREN W. AYRES 





70 PINE STREET, NEW YORK 5&5, NEW YORK 
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HEADQUARTERS AND GENERAL OFFICE 
JEANNETTE, PA 
Plants at: JEANNETTE . WAY. P 


AMPERE, N. J. © SPRINGFIELE 
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{ Northern California Electrical Bureau will hold annual exposition, San Fran- 
cisco, Cal., Sept. 1-9, 1951. 





Pacific Coast Gas Association will hold annual convention, San Francisco, Cal., Sept. 
4—6, 1951. 





New Jersey Gas Association will hold one-day annual meeting, Spring Lake, N. J., 
Sept. 7, 1951. 





! Pere Utilities Association will hold fall conference, Virginia Beach, Va., Sept. 
8, 1951. 


2° 





bone i551. Institute of Electrical Engineers begins Pacific general meeting, Portland, 
re 





Rocky —™ Electrical League will hold fall convention, Santa Fe, N. M., Sept. 
9-12, 1951. 








Pacific Electronic Exhibit begins at the Civic Auditorium, San Francisco, Cal., 1951. 





Michigan Independent Telephone Association will hold annual convention, Lansing, 
Mich., Sept. 12, 13, 1951. 





International Association of Electrical Inspectors, Southwestern Section, will ‘ey 
hold meeting, Long Beach, Cal., Sept. 13—15, 1951. 





Midwest Gas fomet will hold school and conference, lowa State College, Ames, 
lowa, Sept. 13, $51. 





American Gas Association, Accident Prevention Committee, will hold safety conference, 
Kansas City, Mo., Sept. 17, 18, 1951. 





Illuminating Engineering Society begins national technical conference, Washington, s 
D. C., 1951. 





Tennessee Independent ens speme Association will hold annual convention, Nashville, 
Tenn., Sept. 19, 20, 1951 














{ Public Information Program will hold second annual workshop conference, Chicago, 
Iil., Sept. 20, 21, 1951. 
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Courtesy, Niagara Mohawk Power Corporation 


Rural Electrification—Circa 1903 


An ensilage cutter, one of the earliest actual uses of electricity on a New York state farm, 
between Little Falls and St. Johnsville 





Public 
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Is There a Limit to 
Stockholder Offerings? 


A well-known maxim of economic theory states, in effect, that 

the more a man has of some particular thing the less he wants 

more of it. Can this so-called “law” be said to apply to offer- 
ings of new security issues to present stockholders? 


By W. F. STANLEY* 
VICE PRESIDENT, SOUTHWESTERN PUBLIC SERVICE COMPANY 


XPANSION of the utility industry for at least two or three years, and 
K goes on and on— intensified by probably more. And a goodly part of 
Korea and our defense effort. this capital must be common stock in 
What was originally a 3- or 4-year order to maintain an adequate com- 
program is lengthening to five, six, or mon stock equity ratio to total capital- 
seven years, and the end is not in ization. For the equity portion of the 
sight. Probably the best guess is that funds for expansion at the present 
future demands will be even greater rate, or anything like it, cannot pos- 
than anticipated. sibly be derived from undistributed 
This means that the electric utility cash earnings and depreciation cash. 
industry must go on spending, and So periodic sales of common ‘stock 
raising, tremendous sums of capital should be the order of the day for a 
a 4 long time to come. 
rk ee reat am, Ue “ree In 1949 and early 1950, when the 
201 AUG. 16, 1951 








PUBLIC UTILITIES FORTNIGHTLY 


electric utility equities enjoyed rela- 
tively favorable market conditions, 
there was an increasing tendency to 
wring the last drop from these higher 
price levels by selling the new stock 
directly to the general public through 
underwriters without making an offer- 
ing to stockholders. Whether this 
procedure was desirable or not is a 
question which has no bearing on this 
discussion. However, since Korea the 
proportion of new stock offered to 
stockholders seems to have increased. 


S° the electric industry is confronted 
with an important question. As 
each company continues to make offer- 
ings to its stockholders, will a “satura- 
tion point” be reached—a point where 
the stockholders lack either the funds 
or the desire to make the additional 
investment ? 

It may be said that if this “satura- 
tion” should occur, then the utility 
may resort to an offering to the gen- 
eral public. But many companies are 
required to first offer the new shares 
to stockholders, either by charter pro- 
visions or applicable state laws, and 
others feel that continued offerings to 
stockholders are desirable. In this 
connection the American Institute of 
Management emphasizes that stock- 
holder offerings are advisable as a 
builder of good stockholder relations. 

Be this as it may, it seems likely that 
at least a substantial segment of the 
electric utility industry will continue 


to offer new shares to their stockhold- 
ers. This being so, the question of 
“saturation” becomes important, How 
will these repeated offerings be re- 
ceived? Can the stockholders be 
counted on to continue to supply the 
needed equity capital? Or will they 
dispose of their rights or let them 
lapse, so that new investors must be 
found to absorb a large part of the 
offering. 

Statistics for the industry as a 
whole are not readily available but the 
record of one company, Southwestern 
Public Service Company, seems 
worthy of consideration. 

Southwestern has made five offer- 
ings to its stockholders, one in each of 
the last five years. With a fiscal year 
ending August 31st, the company’s 
policy has been to sell each year suf- 
ficient common stock to finance the 
year’s expansion and maintain the 
equity ratio at the desired minimum. 
It has been customary to make these 
offerings in January or February, to 
accomplish the dual purpose of post- 
poning dilution of earnings per share 
and still complete the equity financing 
well in advance of the end of the fiscal 
period. As a result the offerings have 
been separated by about twelve 
months. 


HE table below shows the ratio 
of the five offerings and the 
percentage subscriptions, both under 
pre-emptive rights and under the ex- 


7 


Pre-emptive 


Ratio 
1 for 10 
1 for 11 
1 for 11 
1 for 8 
1 for 13 


Rights 
70% 


83% 
93% 
95% 


AUG, 16, 1951 


Per Cent Subscribed 


Excess Sub- 
Excess Sub- scriptions 
scriptions Allotted 
1 for 3 

1 for 16 
1 for 13 
1 for 3 


48% 
117% 
63% 
32% 
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cess subscription privilege. (South- 
western was the originator of this 
technique, using it for the first time in 
its offering in February, 1947, and 
employing the same procedure in each 
subsequent year.) 

The percentage of excess subscrip- 
tions may have been affected in part 
by the ratio of allotment. Owing to 
heavy subscriptions, the allotments 
were meager in 1949 and 1950, and 
this may have contributed to the 
smaller percentage of excess subscrip- 
tions in 1951. The greater relative un- 
certainty in 1951, under post-Korean 
conditions (4.¢., fear of inflationary 
spirals and higher tax rates), may also 
have been a factor in that year. Pre- 
emptive right subscriptions may have 
been adversely affected to some extent 
in 1951 by delayed delivery in the 
mailing of warrants and delay in re- 
ceipt of warrants by the company, ow- 
ing to railroad strikes and unusually 
bad weather conditions which oc- 
curred about that time. 

These subscription results shown 
above do not seem to have any mate- 
tial bearing on the question of “sat- 
uration.” But in the past three years 
Southwestern has made a record of 
the percentage of stock issued to hold- 
ers of record on the record date for 
the warrants, including both pre- 
emptive right subscriptions and stock 
issued on allotment under excess 
subscriptions. 

In the 1949 offering 87 per cent of 


the total issue went to holders of rec- 
ord on the record date, but in 1950 
only 65 per cent of the stock was is- 
sued to record holders. This was the 
fourth consecutive annual offering, so 
the question immediately arose, “Was 
the desire or financial ability of the 
stockholder to continue to subscribe to 
new stock offerings being reduced?” 
It was felt that the results for 1951 
would give the answer. 


s shown by the table above, stock- 
holders who held stock on the 
record date of the 1947 offering were 
asked (including the 1951 offering) 
to increase their original holdings by 
over 58 per cent. Furthermore the 
price of the offerings tended to in- 
crease over the years (the 1951 offer- 
ing being about 37 per cent higher 
than that in 1947 after adjusting for 
interim stock splits) so the original 
stockholder was asked to increase his 
investment (assuming he bought the 
stock just before the 1947 offering) 
by more than 70 per cent (in dollars), 
and the percentage of increase would 
be much greater in the case of those 
whose original investment had been 
made in earlier years at lower prices, 
down to a minimum of $1.56 per 
share (adjusted to the basis of the 
1951 offering), in 1942 as compared 
with the comparable 1951 offering 
price of $14.75 per share. 
When the 1951 offering terminated 
it was found that 79 per cent of the 
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fied by Korea and our defense effort. What was originally 


q “EXPANSION of the utility industry goes on and on—intensi- 


a 3- or 4-year program is lengthening to five, six, or seven 
years, and the end is not in sight. Probably the best guess is 
that future demands will be even greater than anticipated.” 
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stock had been issued to stockholders 
of record as of the warrant record 
day. 

This unexpected reversal of trend 
seemed to indicate, when considered 
in connection with the ratio of the of- 
ferings, that the percentage of stock 
taken by the stockholders was pri- 
marily related to the ratio of the new 
offering. In other words, most of the 
stockholders could, and would, con- 
tribute their pro rata share of the in- 
creased capital needed if this contribu- 
tion was not too great in relation to 
their then investment. But if the pro- 
portionate amount needed was mate- 
rially increased—that is, if the stock- 
holders were asked to make a higher 
proportionate new investment—then a 
considerable number would not sup- 
ply all the additional funds needed 
and would either fail to subscribe or 
reduce their subscriptions, disposing 
of their rights in whole or in part. 


HE following table shows this in 
greater detail: 


Per Cent 
Of Dollars 
Required 
Furnished 
By Stock- 
holder 
89% 
65% 
79% 


Amount 
Of Stock- 
holder Sub- 
scriptions 


Amount 
Year Required 


1949 $2,812,000 
1950 5,314,000 
1951 3,445,000 


These dollar amounts are also sig- 
nificant as they indicate that while 
the stockholders considerably reduced 
their percentage of subscriptions in 
the 1-for-8 offering in 1950, neverthe- 
less their subscriptions furnished a 
greater number of dollars than in the 
case of the other offerings. 

It is difficult to generalize from the 
record of a single company, but this 
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record is persuasive that a “satura- 
tion point” does not necessarily result 
from continued periodic offerings of 
common stock but rather from asking 
stockholders to furnish a relatively 
large proportionate additional invest- 
ment. Even then the record indicates 
that stockholders will furnish in the 
aggregate a larger number of total dol- 
lars, but a considerably lower propor- 
tion of the larger dollar amount, than 
if the request had been for a smaller 
sum. This, too, seems to indicate the 
desirability of annual or periodic of- 
ferings as against a larger offering at 
longer intervals, since the ratio of the 
offering is such an important factor 
in the stockholders’ response. 

Obviously the discount of the offer- 
ing price below the then market will 
have an important bearing on the 
stockholders’ subscription. The three 
Southwestern offerings described in 
the above table were all at discounts 
of 6 per cent to 8 per cent below the 
market immediately preceding the of- 
fering. Where offerings are made so 
close to the market that the rights are 
of little or no value (as has been the 
case with a considerable number of of- 
ferings) the total subscriptions (and 
of course the stockholder subscrip- 
tions) will be substantially reduced. 
On the other hand, if the market dis- 
count is substantial, a greater per- 
centage response from stockholders 
may be expected, but the dilution is 
greater. 


iy may be asked why the response of 
stockholders is of importance so 
long as the rights are exercised, since 
in that case the company will receive 
the needed funds. But the anticipated 
response of the stockholder must be 
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The Varying Reaction of Stockholders 


¢é ibe meapaee! response may vary considerably in individual cases 

due to a host of facts, such as the size and type of holdings, cur- 
rent market conditions at the time of offering, degree of satisfaction 
with the previous investment in the company, and the attitude of stock- 
holders toward making a further investment in the industry at that time 
in the light of then prevailing economic conditions and prospects.” 





considered in reaching a decision as 
to whether an underwriting of the is- 
sue is desirable and also as to whether 
arrangements should be made for 
“laying off” stock during the subscrip- 
tion period. The favorable reaction of 
stockholders to the Southwestern of- 
ferings has made it unnecessary to use 
the “layoff” technique so that the un- 
derwriting expense has been limited to 
a minimum “stand-by fee,” with no 
stock being available for distribution 
by the underwriters on any of the of- 
ferings, except a small amount in the 
case of the first offering in 1947. 


T= results described above seem, 
therefore, to indicate that with a 
reasonable discount off the market and 
with a reasonably low offering ratio, 
there need be no fear of “saturation.” 
If the stockholders’ previous invest- 
ment has appreciated in the market, if 
he is receiving a good return in divi- 


dends, and if the company’s prospects 
appeal to him (and to the investment 
dealer to whom he usually goes for ad- 
vice )— in short, if he is satisfied with 
his investment, then most stockhold- 
ers seem willing and able to furnish 
new money, provided the amount re- 
quired is not too high a proportion of 
the market value of their holdings. 
What is “too high” is about as hard to 
answer as “how high is up,” but it is 
reasonable to believe that as the ratio 
of offering of new shares to old in- 
creases, the response of stockholders 
may be expected to decrease cor- 
respondingly. 

If a high degree of stockholder re- 
sponse can be anticipated, the expense 
of distributing the stock can be held to 
a minimum. Underwriting can be 
eliminated or underwriting costs re- 
duced, either by omitting arrange- 
ments for “layoffs,” or reflecting the 
smaller risk to the underwriter. 
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| i conclusion, all this points in the 
direction of the “financing as you 
go” concept which the writer dis- 
cussed in an article in this magazine a 
few years ago.’ This concept involves 
raising in each year the cash require- 
ments of that year, apportioned as to 
debt, preferred and common stock, 
approximately according to amounts 
of these securities necessary to main- 
tain the capitalization ratios at a con- 
stant level or to adjust them to the 
extent desired. Such a financial pro- 
gram will tend to reduce the propor- 
tionate additional investment which 
stockholders are asked to furnish at 
any one time and should thus result in 
more favorable response from stock- 
holders. This, in turn, should reduce 
selling costs, facilitate the success of 
the offerings, and avoid the “satura- 
tion” factor that seems to arise when 
stockholders are asked for more funds 
than they can or wish to supply. 

The record of Southwestern seems 
to carry good tidings for the elec- 
tric utilities which will have to raise 
substantial amounts of common stock 
equity capital at periodic intervals in 


‘As You Go,’” by W. F. Stan- 
LIV, No. 8. October 13, 1949. 


1 “Financin 
ley. Volume 


the future. However, it is the record 
of one company only and therefore 
does not warrant sweeping generaliza- 
tion. Stockholders’ response may 
vary considerably in individual cases 
due to a host of facts, such as the size 
and type of holdings, current market 
conditions at the time of offering, de- 
gree of satisfaction with the previous 
investment in the company, and the 
attitude of stockholders toward mak- 
ing a further investment in the indus- 
try at that time in the light of then 
prevailing economic conditions and 


prospects. 


| 8 basse certain conditions one com- 
pany may find that a high degree 
of stockholder saturation has been 
reached while others, under different 
conditions, may receive a gratifying 
response from stockholders even when 
asking a relatively high proportion of 
new capital investment, such as one 
share for four, or one share for five. 
But allowing for these manifold varia- 
tions, the record of Southwestern 
does seem persuasive that stockholders 
can and will continue to furnish need- 
ed equity capital if they are not asked 
to furnish too much at a given time. 





+ have turned our backs on history; we have violated 
the Biblical injunction, ‘remove not the ancient land- 
marks’ ; we have lost our North Star. 

“We have deliberately changed the meaning of words. Debt 
used to be debt, and everyone agreed that tt was bad. Now 
debt is national income. Strangling taxation has become an 


expanding economy. 


“More and more bureaucracy, tighter and tighter controls are 


Freedom and Democracy. 


“Lying to the people becomes conditioning the public mind. 


Killing people ts peace. 


“To be for America First is to be an undesirable citizen and a 


social outcast.” 
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—Bruce BarTOoN, 
Columnist. 





The Kings River Controversy 


Integration of the Kings river district with the Central Valley 

project has been an objective of the Bureau of Reclamation for 

some time. Despite the bureau’s use of the superlative in 

describing the benefits to be derived from affiliation, water 

users along the Kings rier are still fighting to protect their 
rights to Federal control. Here is why. 


By CHARLES L. KAUPKE* 


tion has been attempting by every 
means at its command to bring 
about the integration of the Kings 
river with the Central Valley project 
of California. The bureau has made 
this effort despite evidence that the 
Kings river water users are strongly 
opposed to being absorbed in the CVP. 
Several local elections of irrigation 
district directors and two assembly 
contests have been fought out on that 
issue, and in every case the candidates 
opposed to integration were elected. In 
the general election of November, 
1950, the water users, not only on the 
Kings river but throughout the four 
counties forming the ninth congres- 
sional district, were largely instru- 
mental in defeating the incumbent 
Democratic Congressman, Cecil F. 


Site 1939 the Bureau of Reclama- 


*For personal not 7 i 
Editors” e, see “Pages with the 
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White, on the same issue, and electing 
in his stead a newcomer to politics and 
a Republican, Allan Oakley Hunter. 
But these election returns evidently 
had no effect on the Bureau of 
Reclamation or the Department of the 
Interior, of which the bureau is a sub- 
agency. Within a week after the votes 
were counted Secretary of the Interior 
Oscar Chapman announced a bill 
would be introduced in Congress. 


Os bill covered much more 
ground than the bill to integrate 
Kings river which had been sponsored 
by Congressman White; it proposed 
to make part of the Central Valley 
project virtually all the flood-control 
projects now under construction on 
Central valley streams by the Corps of 
Engineers, Department of the Army. 
And the bill contains the a alae 
language (§ 1) : 
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The Secretary of the Interior shall 
cause the operation of said reservoirs 
and works associated therewith to be 
co-ordinated and integrated physical- 
ly and financially with the operation 
of other features of the Central Valley 
project in such a manner as will ef- 
fectuate full and economic utilization 
of the land and water resources of the 
Central valley for the widest public 
benefit. (Italics supplied.) 


At the time the existence of this bill 
became public the Kings river water 
users pointed out that the words quot- 
ed would give the Secretary of the In- 
terior plenary powers over the eco- 
nomic structure of the Central valley. 
There is no public land in the Central 
valley, so this proposed legislation 
must direct the Secretary to integrate 
and co-ordinate private land as well as 
private water rights. This sounds like 
nationalization, and if the scheme was 
carried out there certainly would be 
little room in the valley for the exer- 
cise of private initiative. 

The water users also called atten- 
tion to the timing of the Secretary’s 
letter to the Speaker of the House of 
Representatives accompanying the 
proposed legislation. 

The Bureau of Reclamation already 
has the Central Valley project, stretch- 
ing down the state from Shasta dam 
at the north to the vicinity of Bakers- 
field at the south. Why, then, does 
the agency want to take over the 
Kings river, which never was part of 
the original state water plan and up 
to now has been excluded from the 
CVP by the same logic as led the state 
of California to exclude it? 


HE answer to that question can 
be given in one sentence: The 
Kings river section is the largest and 
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most prosperous single irrigated area 
in the United States. Here is what 
William E. Warne, at that time as- 
sistant commissioner of reclamation, 
told a House subcommittee in 1947: 


The strategic position of the Kings 
river . . . makes it extremely impor- 
tant that satisfactory repayments be 
obtained on the Kings river project to 
protect the whole financial structure 
of the Central Valley project. (Italics 
supplied. ) 


In this instance Warne has been 
quite frank. Let us examine briefly 
the “strategic position” of the Kings 
river. Over the last fifty years the 
river’s average annual runoff has 
amounted to 1,700,000 acre-feet. The 
area served is 1,100,000 acres, of 
which 900,000 at present are under 
irrigation. 

Irrigation began in the Kings river 
area before the Civil War. At the 
present time there are 31 irrigation 
districts, mutual water companies, and 
other agencies engaged in diverting 
and distributing Kings river water. 
The system of weirs, head gates, 
canals, ditches, gauges, and other 
structures required to effect this diver- 
sion and distribution was completed 
long ago and is all paid for. It cost 
the farmers of the service area about 
$70,000,000 of their own money and 
not a dime of Federal money. The 
current average cost of water to the 
farmers is about $1 an acre-foot. 

Most of the land to be served by 
the CVP is in different category. The 
Kings river farmers own rights to the 
entire normal fw of the river; the 
various districts which have signed or 
are signing contracts for water with 
the Bureau of Reclamation either have 
no water rights or they have an insuf- 
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fcient supply. As we have seen, the 
Kings river farmers have a large, 
ficient distribution system; most of 
the CVP districts have no systems at 
all, and are being compelled to sign 
separate contracts with the bureau for 
the construction of such works. It is 
no secret that some of these CVP dis- 
tricts never will be able to pay off on 
the basis of the bureau’s charge of 
$3.50 an acre-foot for class I (or 
firm) water, plus the cost of their 
distributing systems. The latter cost 
runs as high in some cases as $180 an 
acre on land that may be worth little 
more than that even if it should re- 
ceive an adequate supply of water. 


this it should be clear what 
Warne meant in his statement con- 
cerning the necessary protection of the 
CVP’s financial structure. The truth 
is that some of the units of the CVP, 
strictly speaking, are economically in- 
feasible. It might be possible, how- 
ever, by setting up a “basin account,” 
integrating highly profitable areas 
now outside the CVP, and carrying on 
a complex operation with power rev- 
enues, to keep the over-all operation 
out of the red. But the Kings river 
water users are naturally indisposed 
to have their resources tossed into a 
common pool; the favorable position 
they occupy today is the result of the 
foresight, courage, prudence, and hard 
work of themselves and their prede- 
cessors. They do not care for the so- 


cialistic doctrine, “from each accord- 
ing to his ability, to each according to 
his needs.” 

But the CVP not only is short on 
feasibility; it also is in need of more 
water than is available from present 
sources. The project is supposed to 
furnish supplemental water to lands 
in Tulare and Kern counties from the 
Friant reservoir on the San Joaquin 
river. The water thus diverted 
through the Friant-Kern canal is to be 
replaced with Sacramento river wa- 
ter lifted 200 feet by the Tracy pump- 
ing plant and then brought up the val- 
ley to the Mendota pool some 30 miles 
west of Fresno. 

The San Joaquin river has an aver- 
age annual runoff of about 1,800,000 
acre-feet. But the bureau already has 
contracts signed or in prospect for 
1,859,700 acre-feet of Friant water. 
The bureau also is compelled to let a 
certain amount of water flow down 
the San Joaquin to take care of 
riparian rights between Friant and 
Mendota, which probably amounts to 
at least 50 acre-feet a day, or 18,250 
acre-feet a year. 

Both the San Joaquin and the 
Kings show many more years of less 
than average runoff than of overaver- 
age. Occasional floods serve to raise 
the average but do not mean much in 
terms of water. For example, the 
season 1950-1951 is the sixth in suc- 
cession of less than average runoff, 
and this year the San Joaquin prob- 
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ing by every means at its command to bring about the inte- 


q “SIncE 1939 the Bureau of Reclamation has been attempt- 


gration of the Kings river with the Central Valley project 
. . . despite evidence that the Kings river water users are 
strongly opposed to being absorbed in the CV P.” 
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ably will not yield more than half the 
bureau’s commitment on Friant wa- 
ter. Consequently, if the bureau can 
work out some way to get a little 
Kings river water for its oversize 
canal to Kern county it will be in a less 
embarrassing position. 


Ben brings us to the Pine Flat 
dam, now being built on the 
Kings river by the Corps of Engi- 
neers, Department of the Army. This 
1,000,000-acre-foot storage reservoir 
was authorized as a flood-control 
project with incidental irrigation bene- 
fits in the Flood Control Act of 1944. 
The act was approved unanimously by 
both houses of Congress after four 
years of hearings and argument as to 
whether the project should be built by 
the Bureau of Reclamation or the 
Corps of Engineers. It provides that 
the Secretary of War shall make ar- 
rangements for payment to the United 
States by the state or other responsible 
agency . . . for conservation storage 
when used, (Italics supplied.) 


The act was signed by President 
Roosevelt on December 22, 1944, and 
this looked to the Kings river water 
users like the end of the long road. 
They had begun working for a Pine 
Flat project as early as 1909. They 
had been represented at all the con- 
gressional hearings between the years 
1940 and 1944. They had urged the 
immediate need for flood control on 
the river, but also had expressed their 
willingness to pay a fair price for 
whatever incidental irrigation benefits 
might accrue from Pine Flat. The 
Secretary of War had reported 
(House Document 630, 76th Con- 
gress, 3rd Session) that the project 
was feasible for flood control alone. 
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Congress, after four years of listen- 
ing to bureau arguments in opposi- 
tion, had agreed unanimously with 
the findings of HD 630. The Kings 
river people began preparing to nego- 
tiate and sign a contract with the 
Secretary of War. 

But in September, 1946, a letter 
signed by Reclamation Commissioner 
Michael W. Straus came to light, and 
the Kings river people were astonished 
to read: 


The President has directed that I, 
as Commissioner of Reclamation, pro- 
ceed forthwith to make the necessary 
repayment arrangements (for Pine 
Flat irrigation benefits). 


HE presidential directive here re- 

ferred to is supposed to have been 
dated May 2, 1946, and signed by 
Harry S. Truman. But this is hear- 
say; the directive itself appears never 
to have been published—at any rate, 
the Kings river people have not been 
able to obtain a copy of it. However, 
since the Straus letter the Pine Flat 
repayment situation has been mag- 
nificently confused. 

The confusion goes deeper than the 
question of who contracts with whom; 
it involves the whole problem of what 
becomes of local water rights under 
reclamation law, and what happens to 
the self-governing functions of irriga- 
tion districts and other agencies when 
they are subjected to the arbitrary 
decisions of appointed bureaucrats. 

In California, water rights are 
based on beneficial use. The Kings 
river people have used all the normal 
flow of the river beneficially for many 
years, in some cases for three-quarters 
of a century. In 1927 and again in 
1949 they agreed on their respective 
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Water Rights under California Law 


“re California, water rights are based on beneficial use. The Kings 
river people have used all the normal flow of the river beneficially 
for many years, in some cases for three-quarters of a century. In 1927 
and again in 1949 they agreed on their respective rights as among them- 
selves and set up the Kings River Water Association to administer the 
diversion schedule in which those rights were embodied. This accounted 
for all the water in the river and all the agencies engaged in diverting tt.” 





rights as among themselves and set 
up the Kings River Water Association 
to administer the diversion schedule 
in which those rights were embodied. 
This accounted for all the water in the 
river and all the agencies engaged in 
diverting it. 

The water users, therefore, were in 
a completely satisfactory position be- 
fore the bureau re-entered the pic- 
ture on the strength of a reputed presi- 
dential directive. Their own house 
was in order; they felt complete se- 
curity when it came to dealing with 
the Secretary of the Army and the 
Corps of Engineers, since the Corps is 
concerned only with flood control and 
has no record of claiming or of inter- 
fering with local water rights outside 
the requirements of flood-control op- 
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erations. But when the bureau an- 
nounced that a contract would have to 
be negotiated in conformity with 
reclamation law, all feeling of security 
vanished. 


4 h~ bureau repeatedly contends 
that it is bound by law to respect 
local water rights, and it is true that 
§ 8 of the Reclamation Act requires it 
to do so. It also is true that the Flood 
Control Act of 1944 contains a provi- 
sion intended to protect rights to the 
consumptive use of water on all proj- 
ects west of the 98th meridian of 
longitude. But despite these statutory 
limitations the bureau has a long rec- 
ord of interference with local water 
rights. 

One citation from this record 


AUG. 16, 1951 





PUBLIC UTILITIES FORTNIGHTLY 


will be sufficient to illustrate the way 
the bureau operates. 

In 1949 some 1,100 farmers along 
the banks of the San Joaquin river 
went into court asking for an injunc- 
tion to prevent certain bureau officials 
from taking their water without com- 
pensation by diversions at the Friant 
dam. A preliminary hearing was held 
in Los Angeles before Federal Judge 
Pierson M. Hall. The United States 
contended that since the lower reaches 
of the San Joaquin are navigable the 
United States had complete jurisdic- 
tion under the Commerce Clause and 
that no private water rights could ex- 
ist on the river. Judge Hall denied the 
injunction on technical grounds hav- 
ing to do with submission of insuffi- 
cient engineering data by the plaintiffs. 
But in a memorandum of opinion 
dated April 12, 1950, he said of de- 
fendants’ contention : 


The extension of such doctrine 
would put every water right in Cali- 
fornia, if not in the United States, in 
noncompensable jeopardy if some- 
where some portion of the river sys- 
tem, upon which that right depended, 
was navigable or caused floods. . 
The mere statement of the contention 
is sufficient to refute it. 


uDGE Hall excoriated the defendant 
bureau officials for having acted 
in bad faith in the matter. He also 
said of the defendants’ contention 
that the farmers had slept on their 
rights—those nonexistent rights, you 
will remember—that 
no extended discussion is necessary at 
this point . . . The defendants and their 
predecessors have made _ repeated 
statements to them (the farmers) and 
to the public at large, and in public 
places, that their rights would not be 
taken and would be respected, and by 
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means of threats and other coercive 
tactics have lulled them into a position 
of security . .. 


until the bureau suddenly notified 
these farmers that they had no rights 
and that their water would be taken 
without compensation. 

So much for bureau procedure in a 
case which is not unique or even un- 
usual in its general outlines. The mat- 
ter of public morality, like the defense 
contention in the quotation next above, 
probably needs no extended discus- 
sion. It should be as easily apparent 
why the Kings river water users want 
as little as possible to do with an 
agency that operates in this fashion. 

The association takes the position, 
on advice of counsel, that Pine Flat is 
not a reclamation project and that the 
bureau has no jurisdiction over it un- 
til given such jurisdiction by specific 
act of Congress. 

The Kings river people are perfect- 
ly willing to pay a fair price for con- 
servation storage at Pine Flat, and 
have said so many times. Let us see 
what such conservation storage would 
be worth. On long-term average about 
10 per cent of the river’s mean annual 
flow is lost to the area through floods. 
That amounts to 170,000 acre-feet a 
year, and this is the water which ac- 
tually will be conserved by the Pine 
Flat project, though ten years may 
pass with no water behind the dam at 
all. 


it we state engineer of California 
and a board of engineers em- 
ployed by the KRWA, taking these 
and other factors into consideration, 
arrived independently at $10,000,000 
as a fair price for the water users to 
repay as their share of Pine Flat con- 


212 





THE KINGS RIVER CONTROVERSY 


struction costs. The bureau, however, 
first said $14,250,000 and lately has 
been talking of reallocations based on 
higher construction costs, with repay- 
ment of $20,000,000 to $25,000,000 
as its apparent objective. 

The water users will not bind them- 
selves to surrender the locally con- 
trolled administrative system which 
they and their predecessors have built 
up over the years. About 80 per cent 
of the Kings river service area con- 
sists of irrigation districts, which are 
political subdivisions of the state, and 
whose directors are elected by the 
people. These directors have a trustee- 
ship under which they hold the farm- 
ers’ water rights — aside from what 
the law permitted them to do. The di- 
rectors and officers of the other 
agencies, semipublic and private, 
which cover the remaining 20 per 
cent of the service area are in a 
similar position. 


fey: statements are supported by 
the fact that on two occasions the 
bureau has offered the Kings river 
people contracts which would have 
put their water rights in jeopardy and 
threatened their democratically op- 
erated system of administration, and 
both contracts were unanimously re- 
jected by the water users. 

The controversy over the Kings 
river has been further complicated by 
the fact that there are valuable hydro- 
electric power sites above Pine Flat. 
The water users are primarily con- 


cerned to protect their water rights, 
but they have a secondary interest in 
power and have had such an interest 
for many years. 


How: until the Pine Flat proj- 
ect was authorized in 1944 it 
never was possible for the Kings river 
farmers to do anything practical 
about power. Upstream hydroelectric 
development without subsequent re- 
regulation of water stored and re- 
leased for power would interfere with 
the natural regimen of the stream on 
which all water rights are based. 

Having spent some $70,000,000 on 
their irrigation system, the water 
users were in no position to finance 
two or three powerhouses and a regu- 
latory facility as well. But when Con- 
gress authorized Pine Flat in 1944 
they promptly applied to the Federal 
Power Commission for preliminary 
permits to make power feasibility 
studies on the upper river and at Pine 
Flat. 

The Pacific Gas and Electric Com- 
pany also applied to the FPC for 
licenses covering approximately the 
same upriver development. 

This was in 1945. In 1948 exten- 
sive hearings on these applications 
were held in Fresno, with the Bureau 
of Reclamation appearing as a prot- 
estant. In the next year oral argu- 
ments were heard in Washington. On 
November 10, 1949, the Federal Pow- 
er Commission issued a finding and 
order which granted licenses ‘for up- 


e 


the Kings river really amount to one ‘single-purpose proj- 


q “. . the bureau’s various proposals to develop power on 


ect.’ The agency no longer is primarily interested in recla- 
mation, and it hardly bothers to disguise the fact.” 
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stream power development to the 
PG&E and a preliminary permit for 
Pine Flat studies to the water users. 
Shortly thereafter the new Secre- 
tary of the Interior Oscar Chapman 
requested permission from the FPC to 
become an intervener in the matter, 
and also filed a long argument urging 
the commission to vacate its order 
and reserve the Kings river power 
sites to the United States. Oral argu- 
ments again were heard in Washing- 
ton during March, 1950. They were 
somewhat enlivened by the personal 
presence of the Secretary, but no new 
evidence was offered by him or the 
other applicants. The commission did 
vacate its order of November 10, 
1949, and took the entire matter un- 
der advisement. That is where, as far 
as the FPC is concerned, it now rests. 


, I ‘wo recent happenings may have 
influence upon the final outcome 


of this power argument. One is the 
enactment by the California legisla- 
ture of an act creating a single public 
agency which includes the entire 
Kings river service area and is 
known as the Kings River Conserva- 
tion District. The California assem- 
bly approved the act by a vote of 57 to 
14, and the Senate by one of 25 to 3. 
Governor Earl Warren signed the act 
on June 8th. The district is author- 
ized, among other things, to issue rev- 
enue bonds and to develop, transport, 
sell, and use Kings river power. 

The other happenjng is the issuance 
of a “preliminary draft of a proposed 
report” by the Bureau of Reclamation. 
Since this draft is stamped “confi- 
dential—not for public release,” and 
since it also is quite remarkable for 
the engineering data it fails to contain, 
no extended comment on it is possible 
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here. It may be said, however, that 
the report calls for far more extensive 
power developments by the bureau on 
the upper reaches of the Kings river 
than the agency proposed to the Fed- 
eral Power Commission. There also 
are foreshadowed in it many highly 
ingenious ways of getting control of 
the river and regulating its flow in ac- 
cordance with what the bureau may 
consider “reasonable” at any time. 

It also should be noted that the 
bureau’s various proposals to develop 
power on the Kings river really 
amount to one “single-purpose proj- 
ect.” The agency no longer is pri- 
marily interested in reclamation, and 
it hardly bothers to disguise the fact. 
As things stand today, the bureau can- 
not legally construct single-purpose 
projects; but by integrating Kings 
river with the CVP, a multiple-pur- 
pose project, it might obtain for its 
North Fork Kings river plan sufficient 
protective coloration to enable it to 
survive congressional scrutiny. 

There are three ways out of what 
today seems an impasse. First, the 
bureau may offer the water users an 
acceptable contract for conservation 
storage in the Pine Flat reservoir. 
Such a contract would have to be a 
straight repayment contract, based on 
a reasonable concept of benefits ac- 
tually derivable from the project, and 
free from the administrative restric- 
tions of reclamation law. 


|». puns way out would be for Con- 
gress to enact legislation clearly 
defining the rights of the Kings river 
water users and the status of the Pine 
Flat project as outside the scope of 
reclamation law. As a last resort, the 
water users may attempt to have such 
legislation introduced and passed. But 
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this would require a long, hard, and 
costly fight, with, it must be admitted, 
not much chance of success. 

The third method of bringing the 
matter to settlement is the one that 






€ also has been pursued by the bureau since 
righly the spring of 1949, when former Con- 
rol of gressman White introduced his bill to 





integrate Kings river with the Central 




















it will not operate the dam so as to 


In ac- 

i Valley project. If the bureau can ob- 
e. tain legislation giving it control of the 
t the Pine Flat project, that will be the end 
velop of the controversy. 
eally In that case, there will be no more 
rOj- negotiating. The Kings river people 
pri- will be placed in approximately the 
and position now occupied by reservation 
fact. Indians. Their rights will be whit- 
can- tled away by administrative decision 
Dose and action; their water will be at the 
ings disposal of an agency which cannot 
yur- be reached by the voters. They will 

its have come to the end of the co-opera- 
ent tive endeavor they have followed so 

to long and with, up to now, such pro- 
ductive results both socially and 
hat economically. 

the How can the bureau accomplish all 
an this? That will be easy. It is a truism 
on that the man who controls the head 
ir. gate is master of the water supply. 
a Pine Flat dam will be a head gate; if 
on the bureau succeeds in its further 
e plans for power development on the 
id upper Kings river it will have control 
C- of half a dozen head gates. Mean- 

while, all water rights on the river are 

‘ based on its mean daily flow as meas- 

ured by the U. S. Geological Survey 

4 gauge at Piedra, so any interference 
‘ with the natural regimen of the river 
f will impair somebody’s water rights. 
4 In this connection the bureau has said 
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cause any “unreasonable” interfer- 
ence, but it will reserve the right to 
say what is unreasonable. 


HE bureau also has numerous 

plans for laying its hands on 
Kings river water. There is space to 
mention only one, the device for cre- 
ating what is called “project water,” 
which will in effect belong to the 
United States. Commissioner Straus 
has defined project water as 


all water developed by Pine Flat stor- 
age and water regulated at the request 
of the holder of a right, with the re- 
sult that this regulation alters or ad- 
justs the natural enjoyment of the 
right. 


On this basis the water users could 
not possibly keep control of the river, 
for if they attempted to use the stor- 
age space they are supposed to pay 
for they would lose their water by the 
mere act of storing it. On the other 
hand, by the commissioner’s definition 
they would lose all water stored—that 
is “developed” — behind the dam in 
the course of conservation or flood- 
control operations. 

The documentation of this Kings 
river case would fill a large book, and 
all of it would support the simple 
thesis here advanced : that the Bureau 
of Reclamation is determined to get 
control of the “land and water re- 
sources” of the Kings river area in 
order to strengthen its socializing grip 
upon the Central valley. Perhaps 
enough has been said in this brief ac- 
count to suggest that local rights, 
moral principles, and a long history of 
constructive achievement may not be 
sufficient defense against the ambition 
of this Federal agency. 
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Progress of New York Farm 
Electrification 


A review of the accomplishments in electrification of 
rural areas in New York state as noted by the recent 
commemoration of its fiftieth anniversary. 


By THE HonoraBLE BENJAMIN F. FEINBERG* 
CHAIRMAN, NEW YORK PUBLIC SERVICE COMMISSION 


HE chairman of the New York 

Public Service Commission has 

a direct and vital responsibility 
in the matter of rural electrification. 
Under the laws of the state of New 
York, the public service commission is 
the only government body which has 
a duty to promote, foster, and carry 
out plans to bring electric power to 
farms and rural communities. The 
law is specific on this point. The 
statute, enacted in 1930, directed the 
commission to engage a qualified per- 
son whose duty it shall be: 


. to formulate and encourage the 
carrying out of plans of rural electrifi- 
cation, to make research on area de- 
velopments, line problems, methods of 
financing increased use of farm appli- 
ances, and similar matters... . 


Therefore, our interest in this mat- 
ter is not casual or theoretical. We 


*For additional personal note, see “Pages 
with the Editors.” 
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have a specific duty and a definite re- 
sponsibility and, of course, with this 
there is the natural desire on our part 
to achieve the objective set forth in 
the law both because it is our duty to 
do so and because of our interest in 
the welfare of the people who benefit 
from the advancement of rural elec- 
trification. Thus, when I first came 
to the commission, the work of rural 
line extension was one of my first 
concerns. 


Rr years ago Mr. Beardslee, an 
able engineer, first showed the 
practicality of a rural electric line to 
serve a number of farms in this area 
and the first serious attempt to bring 
electricity to farm homes upon an 
area-wide basis was made in 1915 by 
the Utica Gas & Electric Company. 
That utility, now part of Niagara Mo- 
hawk Power Corporation, offered 
service to rural customers, providing 


216 





PROGRESS OF NEW YORK FARM ELECTRIFICATION 


they assumed the entire cost of build- 
ing the line and, in addition, guarantee 
the utility revenue of at least $100 per 
year. This plan was too costly for the 
average farmer and progress in line 
extension under this scheme was not 
impressive. 

An important step forward was 
made in 1923 when the Adirondack 
Power & Light Corporation inaugu- 
rated a new plan under which appli- 
cants for service made no contribu- 
tion toward the cost of constructing 
the line but were required to guaran- 
tee a minimum of $24 per month per 
mile of extension. By 1930 this plan 
was adopted in about 85 per cent of 
the areas served by electric utilities in 
the upstate territory. John L. Haley, 
now vice president of Niagara Mo- 
hawk Power Corporation, was one of 
the authors of this plan, and it made a 
real contribution to the problem of 
rural electrification. However, the 
cost to the individual farmer was still 
too high—more than the average 
farmer could afford in those years. 
For example, depending upon the size, 
five farms would be a very liberal 
number per mile of line. This meant 
that each customer on the line would 
have to guarantee a minimum of $5 
per month even though he did not have 
use for enough power warranting an 
expenditure of $5 per month. More- 
over, where because of the size of the 
farms there could be only three or four 
farms on a mile of line, the cost was 
correspondingly higher. 


[* for example, there were only 
three farms per mile of line, each 
farmer had to guarantee a minimum 
of $8 per month. It is well for us to 
keep in mind that in those years the 
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dollar was worth a full dollar and $8 
per month in perpetuity was a finan- 
cial outlay that the average farmer 
could not undertake lightly. In most 
instances it was economically unsound 
for a farmer to obligate himself to 
pay five to eight dollars per month, be- 
cause in the twenties the average 
farmer did not have the appliances and 
facilities with which he could use $8 
worth of electric energy. In the early 
twenties few people even in the cities 
had electrically powered refrigeration. 
Milking machines were not common 
and radio was just about coming into 
use. Electricity for lighting purposes 
was greatly desired but the cost of 
wiring premises was in many instances 
so high it was prohibitive. 

It must also be remembered that in 
the three decades between the turn of 
the century and 1930 there were no 
great utility systems such as we have 
today. In the franchise areas where 
Niagara Mohawk, New York State 
Electric & Gas, Central Hudson Gas 
& Electric, and Rochester Gas & Elec- 
tric now provide service there were 
literally hundreds of small electric 
companies, most of them weak and 
struggling for existence. They had 
neither the capital nor the technical 
know-how for plant construction and 
mass output of power as is the case 
with our great utility systems of to- 
day. The building of five miles of line 
extension was, in those days, a venture 
which not many of the then existing 
companies could undertake without 
imposing a heavy financial burden 
upon individual customers. 


FTER the end of World War I, 
with our industrial establish- 
ments producing ever-increasing quan- 
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tities of labor-saving equipment and 
devices for use in the home and in 
business and industry, there was an 
upsurge in the demand in rural areas 
for central station electric service so 
that the rural or farm home could en- 
joy the comforts and conveniences 
made possible by the various new de- 
vices adopted to use by electricity. 
Farm leaders, government officials, 
and the state legislature became inter- 
ested in the problem and gave it much 
thought which, in due course, was to 
be translated into action. 

An opportunity along these lines 
arose in connection with the investiga- 
tion of the public service commission 
which was concluded in 1930. This 
inquiry, directed by Senator John 
Knight, one of my distinguished 
predecessors as majority leader of 
the senate, now an outstanding Fed- 
eral judge, made a comprehensive 
study of the problem of providing 
electric power to rural areas and as a 
result of the committee’s recom- 
mendations the legislature in 1930 di- 
rected the commission to undertake a 
program in furtherance of rural elec- 
trification. The commission was for- 
tunate in obtaining Dr. Roland F. 
Bucknam for this work. At that time 
he was connected with the College of 
Agriculture at Cornell University and 
was well equipped for the task. Dr. 
Bucknam is well known for his knowl- 


edge of the subject, his patience, and 
his wise counsel. 

Pursuant to the mandate of the 
1930 law, the commission proceeded 
with the task of modifying existing 
line extension plans so as to make 
them economically more feasible for 
the average farm or rural home. At 
the same time studies were initiated 
for formulation of new plans whereby 
increased construction of line exten- 
sions could be undertaken and larger 
quantities of power produced for dis- 
tribution to farmers at reasonable cost. 
To recount the details would require a 
great deal of data which cannot be 
covered within the confines of this 
article. Some of the figures we have 
in the records of the commission, 
however, tell a very interesting story. 

It should be understood that even 
before Guy Beardslee experimented 
with the transmission of electricity to 
farms by projecting a line into a rural 
area, there were already farms that 
had electricity from one source or an- 
other. In some communities a farm 
was close to a village and the com- 
pany that supplied street-lighting 
service extended its line a short dis- 
tance to reach a farm here and there. 


A far back as 1889, a poultry 
breeder in Shushan conceived the 
idea of using lighting in his hen house 
to stimulate egg production. He start- 
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sion has a direct and vital responsibility in the matter of 


q “THE chairman of the New York Public Service Commis- 


rural electrification. Under the laws of the state of New 
York, the public service commission is the only govern- 
ment body which has a duty to promote, foster, and carry 
out plans to bring electric power to farms and rural 
communities.” 
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ed by hanging a lantern, and as the 
experiment was successful, he shortly 
thereafter installed electric service for 
the purpose. But with all the plans 
and improvisations, in the years prior 
to 1930 there were built in this state 
only 19,000 miles of rural electric 
lines. These extensions provided cen- 
tral station electric service to 43,000 
farm homes, which constituted ap- 
proximately 34 per cent of the farms 
in New Yorkstate. By the end of 1950 
there were 52,000 miles of rural elec- 
tric distribution line, providing service 
to 139,000 homes on farms.’ This is 
93 per cent of the farms in the state 
or an increase of nearly 225 per cent 
over the number of farm homes served 
in 1929. 

Only 4 per cent of the total number 
of farms which are located along elec- 
tric lines and have service available 
are, for one reason or another, not 
presently connected to electric lines. 
Consequently, together with the 93 
per cent of the farms which take serv- 
ice, at least 97 per cent of all farms in 
the state, as counted in the 1945 cen- 
sus, enjoy or have available, central 
station electric service. Thus the task 
envisioned in the law of 1930 of bring- 
ing electric service to rural and farm 
homes in the state is near completion. 
There are not many farms in the state 
that do not have electricity and, in 
general, those farmsteads or country 
homes that do not have electric service 
are either quite isolated or their con- 
tinuance as farms is doubtful. 


1 According to the 1950 census there are 
125,000 farms in New York state, based on 
the census definition of a farm as an operat- 
ing unit regardless of the number of dwellings 
on the particular unit. The New York com- 
panies’ count represents the number of homes 
on farms, although there may be more than 
one home to a single operating farm unit. 
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| iy the twenty-one years from 1929 
to the end of 1950, the matter of 
new line construction was only part of 
our task. Along with it, the commis- 
sion sought to reduce the cost of elec- 
tric service so that when the lines were 
built and energized the electricity com- 
ing from a utility central station 
would be economically within the 
means of the average farmer. In this 
phase of the program we have, with 
the co-operation of the utilities, 
achieved a large measure of success. 

As noted above, the Adirondack 
plan, while it was an important step 
forward, was too costly. Many farm- 
ers were reluctant, indeed they could 
not afford, to make a guaranty of 
payment of minimum charges re- 
quired up to $8 per month in 
perpetuity. 

The initial step in solving the cost 
problem was to modify the Adiron- 
dack plan by termination of the 
monthly guaranty five years after the 
line extension had been put into op- 
eration so that the minimum would 
then drop either to the rates stated in 
the service classification minimum, or 
to $2 per month. 

From 1930, when the rural electri- 
fication program was inaugurated, to 
1935, the public service commission’s 
staff had many discussions with repre- 
sentatives of the companies to explore 
the possibilities of further revision of 
line extension plans to improve the 
possibility of area coverage. By the 
end of 1935 a substantial part of the 
state was covered by extension plans 
under which the customer paid not 
more than $2 a month as a minimum 
charge for the first 1,500 feet or less 
of line extension and a graduated 
scale for distances beyond that point. 
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Co-operation in Farm Electrification 


ote the operation of the farm the availability of power has elimi- 
nated much back-breaking labor by the use of electricity in the 
operation of milking machines, cream separators, water pumps, motors 
for various purposes, and many other tasks for which this wonderful 
force can and is being used. The results could not have been achieved by 
one individual. It required the co-operation of all interests concerned.” 





rr short, here is what happened un- 
der the various modifications of 
the then existing plans and the new 
plans which were devised as time 
went on. In 1925 farmers in New 
York were using an average of about 
45 kilowatt hours of electricity per 
month. The average bill in rural areas 
for this amount of service was $4.42 
per month, or about 9.08 cents per 
kilowatt hour. By 1935 the consump- 
tion of electricity on farms had risen 
to about 75 kilowatt hours per month. 
For that amount of power the farmer 
paid $4.57 per month, or approxi- 
mately 6.1 cents per kilowatt hour. In 
1950, our farmers were using an aver- 
age of about 300 kilowatt hours per 
month, nearly seven times the amount 
they used in 1925 and for this usage 
they paid an average of $6.02 per 
month, or approximately 2 cents per 
kilowatt hour. 

Thus in 1950 the farmer could buy 
more than four times as much power 
for the amount of money he paid in 
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1925. Of course, the fact of increased 
use made possible this great reduction 
in the cost of electric service. What 
happened with respect to the cost of 
electric energy for farm use was that 
there was applied the good old Amer- 
ican business principle of more cus- 
tomers at lower prices, rather than 
fewer customers at high prices. 
While our immediate concern was 
the supply of cheap power to farm 
homes, serious consideration had to 
be given to the problem of the utility 
supplying this power. The construc- 
tion of thousands upon thousands of 
miles of electric lines required sub- 
stantial capital outlays. For the most 
part, money for this purpose had to be 
raised in the open market at prevail- 
ing interest rates. Under the law, a 
utility is entitled to a fair return on 
the property it uses in providing serv- 
ice to the public. Labor and mainte- 
nance charges and depreciation had to 
be taken into consideration. We had 
to make allowance for all proper fac- 
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tors of cost of construction and opera- 
tion but the demand for electric service 
grew apace and the increasing busi- 
ness made it possible for the utilities 
to provide service at reasonable rates, 
which in turn stimulated the use of 
electricity on the farm. 


ET us look at what this means to the 
farm home in terms of comfort 
and convenience and the standard of 
living generally. The great network 
of rural lines now crisscrossing our 
state has ushered in a new era of bet- 
ter living on the farm and made the 
farm home what an American home 
should be. No longer are modern con- 
veniences and appliances the preroga- 
tive of city people. Our figures indi- 
cate that the average farm uses about 
four times as much electric energy as 
the average city home. In addition to 
illumination of house and barn, it 
made possible the use in the farm home 
of refrigeration, deep freeze for the 
preservation and storing of perishable 
food, toasters, radio, television, elec- 
tric irons, washing machines, cooking 
stoves, broilers, percolators, vacuums, 
and various other electrical appliances 
useful for every member of the 
family. 

In the operation of the farm the 
availability of power has eliminated 
much back-breaking labor by the use 
of electricity in the operation of milk- 
ing machines, cream separators, water 
pumps, motors for various purposes, 
and many other tasks for which this 
wonderful force can and is being 
used. 

The results could not have been 
achieved by one individual. It re- 
quired the co-operation of all interests 
concerned. The rural public, by its 
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patronage, or use of the service when 
it became available, encouraged the 
utilities to make commitments for 
capital outlays in the cost of construc- 
tion and operation of rural lines. The 
utilities on their part showed a spirit 
of co-operation in working together 
with the commission on the formula- 
tion of workable plans. Of course, at 
times some of the lesser utility breth- 
ren balked at our proposals and sug- 
gestions and occasionally it was nec- 
essary for us to “rattle the whip in 
the socket” to make a laggard pull its 
weight, but, by and large, the manage- 
ments of our utility systems co-op- 
erated with us in achieving the excel- 
lent results that we see today. 


IX this accomplishment we have a 
practical demonstration of the 
working of government of a free so- 
ciety in harmony with free and un- 
trammeled private enterprise. That is 
as it should be. Government and busi- 
ness should and must work together 
for the welfare of the people and cer- 
tainly our farm population should 
benefit from the progress made pos- 
sible by our free economy and our 
American way of life. 

New York is one of the leading 
agricultural states in the union. It has 
more farms than all of the New Eng- 
land states combined. It is first in the 
production of hay and cabbage and 
close to the top in production of milk, 
potatoes, fruit, vegetables, and dried 
beans. Our farmers are progressive 
folk, with a high standard of living; 
they are quick to grasp modern meth- 
ods and ideas and are entitled to share 
in all things that make life more liv- 
able on the farm—entitled, indeed, not 
as a privilege but as a matter of right. 
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Throughout our history, the farm- 
er has made great contributions to the 
development, growth, and strength of 
our country. He has served the na- 
tion well in peace and in war and we 
must never lose sight of the fact that 
our agricultural population, as a 
group, still constitutes the broad base 
of our national existence. 

Any social and economic system 
that neglects the farmer is courting 
disaster. Twice within our lifetime 
England was in mortal peril when a 
ruthless enemy had cut the British life 
line to the produce of the American 
farm. This should be a salutary les- 
son to us in this country. 


ps thinking in recent years has 
been warped by “bigness.” We 
think of “big” steel and “big” motors 
and “big” communications and “big” 
transportation. It is well for us to 
bear in mind that agriculture as an 
industry is bigger than all of them put 
together. The Farm Journal, a highly 
reputable farm publication, said sev- 
eral weeks ago that our farmers own 
a $130 billion business. 

The emphasis on bigness is some- 
times making us forget that despite 
the vast industrial empires that we see 
in America today the backbone of 
American business is still the small 
businessman. Individually, the farm- 
er, in our economic system, is in a 
class with the small businessman and 
his position in that group is unique. 

To operate successfully, the Amer- 
ican farmer must be a highly skilled, 
progressive, and versatile individual. 
He is a mechanic, a producer, a dis- 
tributor, and merchant. He is a man 
of many and varied skills and talents. 


With our modern methods of agricul- 
ture, he must know how to operate 
many types of expensive machines. He 
knows how to take care of livestock, 
which is a science in itself. He is 
versed in the characteristics of the soil 
he tills. He learned much from his ex- 
perience with nature and nature in 
turn has opened its secrets to him. He 
must be something of a financier to 
finance his business. As a producer he 
must plan wisely and when his crops 
are ready for harvest he becomes a 
marketer, a distributor, a salesman. 


T= risks of his business are many. 
Nature has scorched him, flooded 
him, and devastated him. Economic 
dislocations have often impoverished 
him. Many times in our history, the 
farmer has received crushing blows 
from the elements or from selfish in- 
terests but he fights adversity with a 
stout heart and a clear mind. 

To fellow citizens everywhere in 
this great country of ours I want to 
say that as long as our farm folk are 
what they are, they constitute a pillar 
of strength. We might well remem- 
ber the immortal words of Oliver 
Goldsmith, the English poet who, la- 
menting the decline of rural England, 
said : 

Ill fares the land, to hastening ills a 


prey, 

Where wealth accumulates, and men 
decay : 

Princes and lords may flourish, or 
may fade; 

A breath can make them, as a breath 
has made: 

But a bold peasantry, their country’s 
Pride, 

When once destroyed, can never be 
supplied. 
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Advantages of Utility 
Employment 


National emergencies drain man power from the usual reservoirs avail- 
able to industry and divert the flow to other activities such as the mili- 
tary. Attracting skilled persons to fill vacancies in key industries, such 
as the utilities, becomes a necessity. The author makes a good case 


for the advantages above 


and beyond the usual “well-paying job” 


considerations. 
By MARION HAMMETT* 


upon a program of defense 

mobilization, which may last 
indefinitely, many industries are feel- 
ing the impact of a tight labor mar- 
ket. 

Faced with this situation, man- 
agement in a number of key industries 
is re-examining what might be called 
the “career appeal” of the jobs which 
they have to offer. How do these em- 
ployment opportunities stack up as a 
long-haul proposition and what are 
the inducements which will both hold 
workers and recruit new ones in the 
days ahead? 

Obviously the nation’s public utili- 
ties will have to meet this problem. 
Fortunately, however, they are in a 


N*: that this nation is launched 


*Former economist, U. S. Bureau of Labor 
Statistics. 
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relatively strong position—thanks to 
a number of forward-looking policies 
which have been carried out through 
the years. Moreover, the unmistak- 
able trend of our industrial and 
economic development indicates an as- 
sured and growing future for public 
utilities and the varied services which 
they render are indispensable. They 
are key industries and they will re- 
main so, in peace or war. 


ig is a truism to point out, for in- 
stance, that electric power, and its 
innumerable uses, still has a limitless 
horizon. We know, too, that our com- 
munication systems will be used more 
widely and intensively. Right here it 
might be well to cite an earlier predic- 
tion made by the U. S. Department of 
Labor in its Occupational Outlook 
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Summary which has this to say: 


al iss development of atomic en- 
ergy power plants to produce 
electricity is not expected to have much 
influence on employment in electric 
utility systems. The industry is now 
planning an expansion of capacity, 
however, which will create thousands 
of new job openings over the next ten 
years. This employment increase, plus 
necessary replacement of workers who 
die, retire, or leave the industry, will 
provide opportunities in many differ- 
ent occupations, including electric en- 
gineers, office workers, linemen, meter 
readers, and power plant workers.” 

This was said in 1949, and it is 
equally true today. A study of the 
utility industries shows that because 
of the strong demands for electricity 
by factories, homes, stores, and farms, 
the production of electric power is 
expected to increase substantially and 
electric utility systems are planning 
large expansions of capacity. 

For many years there has been an 
almost uninterrupted upward trend in 
the consumption of electricity. Even 
during the depressed period of the 
1930’s electricity sales rose, and dur- 
ing the war there was a tremendous 
expansion in the use of electric power. 
Since the end of World War II, the 
sales of electricity have risen to new 
peaks as a result of the many new resi- 
dential and farm customers, new ap- 
pliances in use, and continued high 
industrial consumption. Surveys of 
the additions to capacity planned by 
utility systems reveal that the systems 
will have increased their production 
capacity by more than 40 per cent by 
1952 and further expansion is ex- 


pected. 


S° much for the electric companies. 
In the case of telephone installa- 
tion and maintenance craftsmen, the 
Bureau of Labor Statistics of the U. 
S. Department of Labor made a study 
on the future prospects for such jobs. 
Its survey findings show that em- 
ployment of telephone installation and 
maintenance craftsmen probably will 
remain at about the present levels for 
the next few years. The number of 
men in these occupations was about 
135,000 in October, 1949, which was 
about twice the figure reported in late 
1945. 

The volume of repair and mainte- 
nance work will continue to rise as 
new phones are added and should 
serve to maintain present employment 
levels even though there will be a de- 
crease in the number of installations. 
Although employment will remain 
fairly level in the next few years, turn- 
over rates may rise as men enter the 
armed services and as a tighter labor 
market makes it easier to shift from 
one job to another. 

It is this latter situation which is 
facing all utility industries that must 
be overcome. The Potomac Electric 
Power Company in Washington, D. 
C., is on the road to success in this 
area. Faced with the loss of many 
of their young engineers who had 
been with the company for a short 
time only and left for more lucrative 
government and other jobs, they set up 
a plan whereby they would keep their 
trained young men. 

All new recruits are given training 
in all the divisions of the company. 
They learn the industry from all 
angles, first in one department and 
then in another. Instead of being hired 
for a certain job in a certain division, 
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they learn jobs in all branches of the 
firm. In this way both the firm and 
the employee find out what the em- 
ployee is best fitted for. Salaries were 
increased and the new employees are 
given a sense of being an integral part 
of the entire firm. This has cut down 
on turnover enormously. 


a plan of giving the employees 
of the Potomac Electric Power 
Company a wider scope and share in 
the interests of the company is ex- 
pected to be developed further. The 
greatest loss of employees has been in 
the engineering field and it is here that 
the company is putting all its efforts 
in planning to keep such employees. 

For those men interested in a fu- 
ture, employment in utility companies 
offers a great deal. The outlook for 
all jobs with such companies is bright. 
Although it requires almost a 4-year 
apprenticeship, or the equivalent to 
become a journeyman lineman in elec- 
tric light and power, most companies 
have set up special intensive training 
courses in actual line work which 
shorten the apprenticeship or learn- 
ing period by as much as two years. 

The prospects during the next sev- 
eral years both for experienced work- 
ers and for new workers are excellent. 
Resumption of normal maintenance, 
increased construction activity, and 
extension of power lines to new con- 
sumers, particularly in rural areas, 
will increase the needs for linemen 
considerably above the previous World 
War IT needs. 

Utility companies hold a bright 
future for their present as well as their 
potential employees. Employment will 
be steady, the pay good, and the 
promise of a secure future tempting. 
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Electric power and telephone installa- 
tion have nowhere to go but up. Ex- 
pansion is indicated in all fields in con- 
nection with the utility industries. 
Even in the railroad industry, despite 
the expected long-run decline in rail- 
road employment, many thousands of 
jobs will open up each year in this 
huge industry. New employees will 
be taken on to replace those who die, 
retire, or leave for other reasons. 


pervrens for men interested in en- 
tering the telephone industry is 
also bright. Employment in the occu- 
pations of telephone installers, repair- 
men, and linemen is at the highest level 
in the history of the industry, accord- 
ing to a government study made re- 
cently. The Bell companies particu- 
larly have increased the number of 
employees in these occupations enor- 
mously since the end of World War 
II. 








Percent of Total Employment 
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Administrative, technical, and 


commercial jobs employ almost 
40 percent of the workers. 
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The backlog of orders for telephone 
service is still very large, because new 
orders are being received nearly as 
fast as long-standing orders can be 
taken care of. The current level of 
employment is likely to continue as 
long as the backlog exists. 

Over the long run there will be a 
tendency for the telephone business to 
increase and employment to rise at a 
moderate pace as long as general eco- 
nomic conditions remain favorable. 
Should there be a decline in business 
activity, employment in the telephone 
industry would probably be less affect- 
ed than employment in many other 
industries. 

The jobs in the utility industry are 
there. The future is bright for young 
men who wish to enter any branch of 
this industry. From the point of view 
of management, however, it is faced 
with the problem of holding capable 
men on their jobs. 

The mobilization program which 
this country was forced to initiate 
after the outbreak of hostilities in 
Korea is now the major factor in- 
fluencing trends in employment oppor- 
tunities, as indeed is the shape and 
trend of our economy as a whole. The 
presently contemplated program of 
partial mobilization, coupled with 
continued high demand for civilian 
goods, is expected to create a very 
tight labor market situation. Both the 
present employment situation and fu- 
ture employment prospects vary wide- 
ly from one occupational field to 
another. 


NE of the officials of the Potomac 
Electric Power Company in 
Washington feels that the engineering 
field is the most vital in utilities and 
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the men must be trained and kept at 
all cost. The recruits must be encour- 
aged to stay by developing their in- 
terest in the company and by giving 
them greater opportunity to develop 
their capabilities. The turnover in 
these occupations must be reduced as 
far as possible. 

The studies on occupations made by 
the Bureau of Labor Statistics show 
that further gains in employment are 
to be expected over the long run in 
engineering and related scientific spe- 
cialties, since studies of long-term 
employment trends indicate that these 
are among the nation’s fastest-grow- 
ing occupations. 

Granted, then, that public utilities 
are very solid members of our indus- 
trial society and will share fully in the 
nation’s economic growth, what other 
inducements does this group of indus- 
tries offer to present and future em- 
ployees? Apart from the very definite 
growth factor, how much “career ap- 
peal” do jobs in these industries have? 

Here, too, the record is reassuring 
and it deserves careful examination. 
Let us begin by looking at the various 
“security programs” — health, insur- 
ance, pensions—which now figure so 
prominently in labor-management re- 
lations. Benefits of this sort are not a 
new story to the public utilities—not 
by any means. The railroads were the 
first to set up industrial old-age and 
disability pensions and by 1905 nearly 
half a million railroad employees— 
more than a third of the average num- 
ber employed by operating railroads 
in the United States—were covered by 
pension plans. 


UBLIC utilities were not far behind. 
The first pension plan was set up by 
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the Consolidated Gas Company of 
New York in 1892. By 1929 more 
than 600,000 workers in public utili- 
ties were covered under various pen- 
sion plans, the vast majority of them 
noncontributory. 

Having pioneered in this phase of 
employee-benefit programs, it is not 
surprising to learn that public utilities 
are in the forefront today. Thus in 
mid-1950 a study by the Bureau of 
Labor Statistics shows that out of 1,- 
389,000 public utility employees cov- 
ered by employee-benefit plans under 
collective bargaining agreements, 1,- 
024,000 were protected by pension 
plans, and nearly three-fourths were 
noncontributory. 


"T onmna to health and welfare 

plans, the story is much the same. 
The Consolidated Edison Company of 
New York can point to a program of 
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health and medical care for its em- 
ployees that goes back nearly sixty 
years. 

And many other public utilities 
have been equally farsighted in pro- 
viding these benefits for the men and 
women in their employ. 


ee attitude is reflected in pres- 
ent-day labor-management con- 
tracts. The government studies show 
that 1,248,000 out of 1,389,000 public 
utility employees covered by em- 
ployee-benefit plans are protected by 
health and welfare programs. These 
plans include such benefits as: life in- 
surance or death; accidental death and 
dismemberment; accident and _ sick- 
ness (but not sick leave or workmen’s 
compensation) ; cash or services cov- 
ering hospital, surgical, maternity, 
and medical care. More than 70 per 
cent of the workers covered by these 
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health and welfare plans are under 
noncontributory plans. 


A attempt to discuss the specific 
benefits provided in terms of dol- 
lars and cents, employee eligibility, 
years of service involved, and so on, 
would go far beyond the limits of this 
article. But it can be said that public 
utilities compare very favorably with 
other industries in this respect. 


ties in an essential group of industries, 
job security along with widespread 
chances for advancement, and for- 
ward-looking labor-management rela- 
tionships are part of the “package” 
that our public utilities can offer 
career-minded people. Alert manage- 
ment now, as always, will add to this 
basic list in the days ahead. There are 
few industries offering the interesting 
work and the solid security of public 
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sa Socialism comes to this country, you will never know 
exactly when it arrives. It will come in bits and pieces, 
in snatches, improvisations, and compromises, It will come 
through harmless-looking regulations and plans and programs. 

“Then, lo and behold, the central government will be directing 
the whole economy—not through formal ownership, but 
through the inevitable consequences of collecting large sums of 
the people’s money and then spending this money. 

“Senator Jenner, the Indiana Republican, said not long ago, 
‘Unless something unforeseen and unpredictable happens, 
something I cannot foresee now, America will go socialist in ten 
years.’ 

“However Senator Jenner may have meant this remark, I 
think it is misleading. It implies that all of a sudden, with a big 
whoop and holler, America will ‘go’ socialistic. It may lead 
some people to believe that they will have a warning before the 
event occurs. It gives them the comfortable feeling that some day 
a program will be presented as a socialistic platform and they 
will have the chance to vote against it. 

“Millions of Americans today bristle at the word Socialism, 
then support its aims and ideals. So ‘Socialism’ is no longer a 
good battle cry for anyone who wants to halt the trend toward 
centralization of power. ‘Socialism’ has lost its sting because 
people don’t recognize the connection between their present 
acts and the ultimate socialistic state to which these acts may 
lead. 

“Already, of course, we have come a long way from the 
private property concepts of the mid-1800’s. Then a man’s 
money was literally his own. Today it belongs partly to him, and 
partly to the government. And when he dies, it will belong prin- 
cipally to the government. What a man has left, after the gov- 
ernment share is deducted, must be spent or invested within a 
range of growing limitations set down by government author- 
ity.” 

—AuSTIN KIPLINGER, 
Columnist. 
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Congress Turns Down OPS 
Control of Unregulated Rates 


T is no secret that the Office of Price 
Stabilization was the inspiration for 
the somewhat limited “reform” which 
Congress rejected in the utility rate ex- 
emption clause of the new price control 
law. Suddenly introduced without fan- 
fare on the floor of the House on July 
19th by Representative Kennedy (Dem- 
ocrat, Massachusetts), this amendment 
to put unregulated utilities directly un- 
der OPS price control was first ap- 
proved by the House without anyone 
even speaking in opposition. Subsequent- 
ly the conference, however, quietly 
dropped the amendment out of the law. 
The Kennedy amendment was es- 
sentially a big modification of President 
Truman’s earlier request for a broaden- 
ing of the thirty days’ advance notice 
provision of the old Defense Production 
Act. The President wanted it to include 
rate changes by all public utilities—not 
just the rates for wholesale utility serv- 
ice. But when the congressional commit- 
tees of both chambers balked at expand- 
ing the notice provision as being an un- 
necessary OPS activity, the Kennedy 
amendment, which sought only to plug 
the gap in unregulated areas, was substi- 
tuted. OPS had recommended both al- 
ternatives, in substance, in a memoran- 
dum submitted by OPS Director DiSalle 
last May, entitled “Price Stabilization to 
Date.” 
_Representative Kennedy’s own office 
did not seem to be familiar with the 
amendment the day it was introduced. 
Under the amendment there would have 
been OPS control over the rates of any 
public utility or common carrier not oth- 
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erwise regulated. This means that the 
utility would have to have its rates sub- 
ject to Federal, state, or local regulation 
before it can get the benefit of exemption 
from OPS price control. Aside from 
that, the Kennedy amendment sought no 
other change in the utility rate exemp- 
tion which now prevails. 

Of course the greatest proportion, by 
far, of privately owned utility companies 
would have continued operation under the 
old exemption from both OPS price con- 
trol and rate change notice require- 
ments. But, a good many utility com- 
panies, in certain states where regulation 
is not practiced, were threatened with 
direct OPS price control. 

These include gas and electric com- 
panies in Iowa, Minnesota, Mississippi, 
Nebraska, and South Dakota, electric 
companies in Texas operating in areas 
not municipally regulated, and telephone 
companies in Iowa and Texas. Interstate 
utilities operating in such states would 
continue to be exempt where their rates 
are controlled by the FPC or FCC. Mu- 
nicipal utility plants in all but 12 states 
are also subject to control by OPS, ac- 
cording to the short statement made by 
Representative Kennedy on the floor of 
the House on July 19th. 


uT the Massachusetts Congressman 

did not note (or possibly overlooked ) 
the fact that REA co-op rates in about 39 
states would come under OPS price 
control—at least as a statutory technical- 
ity. It is hard to believe that OPS could 
really get very tough with the REA 
borrowers if they want higher rates. The 
DiSalle memorandum is the authority 
for the statement that REA co-op rates 
are regulated in “only about nine states.” 
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Representative Kennedy pointed out 
that his amendment conformed with the 
arguments originally advanced for the 
utility rate exemption ; namely, that util- 
ity rates are already regulated for the 
most part and do not require OPS price 
control. Kennedy said he was simply try- 
ing to plug the gap left in those few areas 
where utility regulation is not exercised 
by the state or local government. 


| is not known just what formulas or 
procedures of rate regulation OPS 
had in mind to apply in the states cov- 
ered by the Kennedy amendment. OPS 
has appointed a new chief of its utility 
branch. He is James K. Lauderdale, 
former member of the District of Colum- 
bia Public Utilities Commission. 


* 


States’ Rights Revolt on 
Natural Gas Curbs 


HE Petroleum Administration for 
Defense ran into a somewhat sud- 
den and unexpected congressional stone- 
wall when it undertook to establish a 
nation-wide pattern for handling short- 
ages of natural gas supply which may 
well develop in some areas next winter. 
Of course, PAD is still in the “driver’s 
seat” so to speak, because the shortages, 
if they develop, will result from lack of 
steel to build pipeline and that is the 
direct program and responsibility of the 
Office of Defense Mobilization. PAD 
was simply trying to carry out the man- 
dates and policies of ODM, unpopular 
and unpleasant though they may be. 
Anyhow, what happened was the so- 
called “Bow amendment” which the 
House of Representatives adopted by 
voice vote as part of the new controls 
law. The Senate-House conference went 
along with this, and so it is now the law. 
This amendment by Representative 
Bow (Republican, Ohio) reflected the 
pressure from natural gas consumer 
states against any nation-wide service 
curtailment or state rationing order by 
PAD. The Bow amendment prevents 
PAD from interfering with the distribu- 
tion of natural gas in those areas where 
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such service is already regulated by the 
state or Federal commissions. PAD now 
finds its hands tied as far as issuing any 
mandatory curtailment order. For that 
reason the meeting held by PAD in 
Washington on July 23rd to discuss such 
an order was largely overshadowed by 
the likelihood that the Bow amendment 
would become law before the month was 
out. 


N the face of the Bow amendment, 
will the PAD actually issue a nation- 
wide gas curtailment order? At the 
conclusion of the PAD Industry Ad- 
visory Council meeting, there was some 
question as to just how, when, and to 
what extent PAD would finally deal with 
the gas curtailment problem. Interior 
Secretary Chapman on July 10th an- 
nounced that such an order would prob- 
ably be forthcoming. Since that an- 
nouncement PAD has been forced to 
hear a series of complaints from groups 
representing the natural gas distributors, 
appliance dealers and manufacturers, the 
state commissions, and the operating gas 
utility industry in general. Of such stuff 
was the Bow amendment made. 

As an alternative to a natural gas curb 
order, PAD officials may now be per- 
suaded to consider a “permissive” plan 
advanced by its gas industry advisory 
council. Under this plan the operating 
companies and the state commissions 
would continue to deal with conditions 
in their own communities. But if a local 
shortage situation became acute, a com- 
pany could then appeal to PAD, seeking 
to be brought under PAD control. State 
commission support might also be enlist- 
ed for such a “permissive” approach to 
the problem. PAD wishes at the outset 
to narrow down, as much as possible, the 
areas where some sort of rationing con- 
trol may have to be asserted. 

Under the permissive approach, or “al- 
location by agreement,” companies and 
systems, eligible to become exceptions to 
the order, would not have to wait until 
their cases were considered (as would 
have been the case under the earlier idea 
of a natural gas curtailment order). In 
any event, PAD seems prepared to co- 
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operate with the state commissions in the 
service restricted areas. It has been sug- 
gested that where a shortage area has 
been determined, or where a particular 
company’s service is designated as crit- 
ical, the state commission would be asked 
to make a finding of fact on the local 
situation. There is also some talk about 
assisting gas appliance manufacturers to 
dispose of inventories in those areas 
where gas will be available. 

As already noted, however, all these 
considerations must be regarded in light 
of the fact that the Defense Production 
Administration still has the final power 
to allocate steel for pipelines. If a gas 
supply shortage results, it will be up to 
the industry and regulatory authorities 
to find ways and means to make the avail- 
able supply go around. DPA, acting 
through PAD, also has final authority to 
direct available gas service to be extend- 
ed to defense plants where necessary, re- 
gardless of other customers. 


5 
FPC Phillips Decision Has 


Lawyers Guessing 

vEN though the Federal Power Com- 
mission has not yet released its 
opinion and order in the controversial 
Phillips Petroleum Case, lawyers from 
the natural gas-consuming states are fig- 
uring out the chances that the FPC 
might be reversed in the courts. In oth- 
er words, they are hoping that the U. S. 
Supreme Court might be obliged by its 
own precedent in the so-called Interstate 
Natural Gas Company Case (decided in 
1947, 69 PUR NS 1) to compel the FPC 
to take jurisdiction over the nation’s 
largest independent producer of natural 
gas. Until the FPC opinion, or opinions, 
are available the lawyers can do little 
more then speculate because they do not 
know to what extent the FPC opinion in 
the Phillips Case would have general ap- 
plication to other independent gas pro- 
ducers. Nor could they tell whether the 
FPC majority (Buchanan dissenting) 
simply declined to take jurisdiction as an 
administrative policy, or whether it took 
the more rigid view that FPC never had 
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any such jurisdiction under the terms of 
the Natural Gas Act. 

About the only thing which is certain 
is that an appeal will be taken. Chair- 
man Wallgren said so and the city of 
Detroit says so, and so does the state of 
Wisconsin, and others. Even here there 
is some doubt about the right of inter- 
vening consumer interests to appeal. 
True, Chairman Wallgren tried to assure 
the interveners that they could appeal if 
they wanted. 


CS the highest Court would 
have to make some kind of a distinc- 
tion between the Interstate Case and the 
Phillips Case. The fact is that Chief 
Justice Vinson went further in writing 
the Interstate opinion than the facts be- 
fore the Court warranted. The Court, in 
that case, upheld the FPC’s jurisdiction 
on the basis of sales to pipelines in inter- 
state commerce. The Vinson opinion 
stated : 


The gas moved by petitioner to the 
points of sale consisted of gas pro- 
duced from petitioner’s wells com- 
mingled with that produced and gath- 
ered by other companies and intro- 
duced into petitioner’s pipeline system 
during the course of the movement. 
By the time the sales are consummat- 
ed, nothing further in the gathering 
process remains to be done. We have 
held that these sales are in interstate 
commerce. It cannot be doubted that 
their regulation is predominately a 
matter of national, as contrasted to 
local concern. All the gas sold in these 
transactions is destined for consump- 
tion in states other than Louisiana. 
Unreasonable charges exacted at this 
stage of the interstate movement be- 
come perpetuated in large part in fixed 
items of costs which must be covered 
by rates charged subsequent purchas- 
ers of the gas including the ultimate 
consumer. It was to avoid such situa- 
tions that the Natural Gas Act was 


passed. 


It was this dictum which put the pres- 
sure on the FPC to go into the Phillips 
Case, in the first place. 
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New NPA Telephone Order 


HE long-awaited special order of the 

National Production Authority 
emerged on July 27th in the form of “M- 
77.” This order provides rules for the 
procurement and use of materials for 
maintenance, repairs, and operating 
(MRO) supplies for telephone and tele- 
graph companies. 

As indicated in an advance description 
of this order (Pustic UTiLitres Fort- 
NIGHTLY issue of August 2nd, page 170), 
the order M-77 has two main objectives : 
(1) to convert the telephone industry to 
an allotment basis for purposes of the 
controlled materials plan (CMP); (2) 
to make a special arrangement for the re- 
lief of small telephone companies which 
have been having difficulty establishing 
a quota for their MRO requirements. 

But the final order, release of which 
was held up until the newly devised 
NPAF-117 could be distributed simul- 
taneously, contained a few last-minute 
changes from the earlier description. The 
main feature of the order for the “small 
operator” (a telephone system serving 
less than 5,000 stations) is the permis- 
sion to “self-certify” priorities for CMP 
materials. For the telephone industry, 
CMP materials mean copper, steel, and 
aluminum, all of which have been placed 
on an allotment basis for the telephone 
industry. 

Any small operator under the terms 
of M-77 is “hereby assigned the right 
to place authorized controlled material 
orders for all controlled materials except 
stainless steel and aluminum, required by 
him (1) for MRO, and (2) for operat- 
ing construction projects in which the 
cost to him of materials for any single 
project does not exceed $15,000.” The 


AUG. 16, 1951 


order further states: “He shall do so 
without making application to NPA and 
without receiving an allotment.” In writ- 
ing his own priority, the small operator 
is given the use of the allotment number 
“U-1,” to which he must add the calendar 
quarter of the year in which delivery is 
required. For materials other than CMP, 
the small operator is assigned the right 
to use the symbol “DO U-1,” plus the 
appropriate date of delivery. 

But such self-certification cannot be 
made for purchases which exceed $15, 
000 for the cost of any single project. 
For jobs exceeding the $15,000 limit, the 
small operators have to use the Form 
NPAF-117 in order to get special au- 
thority from the NPA Communications 
Equipment Division—just like the big 
operators. 


ee new Form NPAF-117 is to be 
used for a number of purposes by 
the telephone companies: (1) for special 
authorization of MRO and other con- 
struction programs; (2) to get an allot- 
ment of CMP materials or a rating for 
other materials and equipment; (3) to 
supplement previous application ; (4) for 
building, as distinguished from operating 
plant structures; (5) to list future re- 
quirements of materials generally; (6) 
for retroactive authority in an emer- 
gency, The forms have to be filed sixty 
days prior to the calendar year in which 
delivery is required—commencing with 
the fourth calendar quarter of 1951. 
Big operators (meaning systems serv- 
ing more than 5,000 telephone stations) 
have to get approved allotments—via 
Form NPAF-117—before they can use 
their special allotment symbol “U-2” to 
get CMP materials. For other than CMP 
materials, they may use the symbol 
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“DO U-2” for whatever is needed to 
complete authorized programs. 


E escape clause is provided for the 
big operators in case of emergency 
which demands the use of materials in 
excess of the allotment. The order states: 


In the event of any major service 
breakdown caused by extraordinary 
cause such as explosion, fire, sabotage, 
act of the public enemy, flood, storm, 
or similar catastrophe, an operator 
may use the U-2 allotment number to 
obtain materials in excess of his allot- 
ment to the extent necessary to re- 
establish service by the use of no 
greater amount of materials than those 
rendered unfit for service. In so doing 
he shall place the word “emergency” 
after the allotment number on his or- 
der, and within ten calendar days after 
the placing of such order he shall re- 
port the placing of such order to NPA 
on Form NPAF-117 which shall be 
accompanied by a statement of the 
reasons therefor, justifying the use of 
the emergency rating. 


The order M-77 removes telephone 
companies from the requirements of com- 
plying with the general MRO order, 
CMP Regulation No. 5. It is not clear 
whether they have to come to NPA for 
authorization to construct buildings un- 
der the general NPA construction limi- 
tation order M-4. As to this, the transi- 
tion is simply a matter of special pro- 
cedure. Telephone companies hereafter 
will get their own building authority on 
their own Form NPAF-117, even though 
a CMP-4C may also have to be filed. 


> 
Pensioning As a Bargaining 


Right 

fe CIO Communications Workers 

of America hope that the important 
question of pension benefits may still be- 
come a bargaining item in wage negotia- 
tions with operating telephone com- 
panies. Ever since November, 1949, 
when the Bell system announced an in- 
crease in the system’s pension benefits, 
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CWA has been making an effort to have 
such a question designated one in which 
the union also would have a voice. 

At that time, CWA immediately took 
its case to the National Labor Relations 
Board in an effort to overrule the com- 
pany’s independent action in the matter. 
Their case was finally dismissed on tech- 
nical procedural grounds. Now CWA 
officials feel that they have made a good 
start, as a result of a clause incorporated 
in wage contracts recently negotiated. 
Already in some contracts they have suc- 
ceeded in obtaining the so-called “Pacific 
clause” which provides for “no diminu- 
tion” in pension benefits. A new clause 
has now been incorporated in Southern 
Bell Telephone & Telegraph Company 
contracts. Others will soon follow. 

This clause would not merely prohibit 
the company from decreasing any pen- 
sion benefits, it would also require that 
the company serve notice on the union 
of any increase in the benefits. It would 
require the company to make an offer to 
bargain on this change in the plan, 

Even though such clauses presentl 
appear in only a few contracts, CW. 
officials feel that the uniformity of the 
Bell pension plan, applying to all operat- 
ing companies makes it possible for 
CWA to interest itself in any and all 
changes in the over-all plan. 


¥ 


REA Loan Program 


ie Agriculture Appropriation Bill 
has finally been approved by Con- 
gress, to allow substantial progress on 
the telephone loan program. The con- 
gressional committee was believed likely 
to agree on new loan authorization for 
REA (during fiscal year 1952) of $100,- 
000,000 for rural electrification and $9,- 
000,000 for rural telephone loans, but 
there was also a “contingent fund” of 
$75,000,000 for electrification loans and 
$25,000,000 for telephone loans—if the 
Secretary of Agriculture decides that he 
needs the extra money. REA plans a 
$220,000,000 power loan program and 
$23,073,500 telephone loan program for 
1952. Its programs for electric and tele- 
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phone loans for 1951 were $284,000,000 
and $40,000,000, respectively. 

REA received a reprimand from the 
Senate committee concerning its wage 
versus loan policies. It was brought to 
the committee’s attention during hear- 
ings that REA’s new wage policy “gives 
the Department of Labor the power to 
control the wages paid for work done by 
the farmers’ electric co-operatives.” The 
committee said that in some cases the 
wages required in farm communities by 
the Labor Department have been “wholly 
unrealistic’ when compared with pre- 
vailing wages in rural areas. 

The Senate committee expressed in its 
report the belief that wages established 
in such a manner “are likely to seriously 
impair the farm co-operatives’ ability to 
repay their loans.” Established earlier, 
the report suggests, the farmers’ lines 
“could not have been economically built, 
financed, or operated.” REA was with- 
out legal authority in turning over such 
matters to the Labor Department in so 
far as the committee or its staff have been 
able to ascertain. The Senate body 
termed it both “unwise and unwarranted” 
in giving the “Department of Labor dic- 
tatorial power over wages paid by the 
borrower . . .” and recommended that 
REA request legislative aid from Con- 
gress. 

* 


REA’s Radiotelephone 


EA has approved the first loan allo- 
cation which makes substantial pro- 
visions for the use of radio-electronic 
equipment as a means of bringing de- 
pendable telephone service to rural peo- 
ple. The loan was approved for the Gulf 
Service Telephone Company of Foley, 
Alabama, in the amount of $594,000. 
The approved plans call for part of the 
loan funds to be used for a microwave 
link to connect the central office at Foley 
and the community of Orange Beach, 
Alabama, a distance of about 30 miles. 
The purpose of this electronic equipment 
is to reduce costs of extending services 
between widely separated communities 
where the cost of doing it by wire would 
be greater. 
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REA’s technical standards division 
plans to install an experimental radio 
link between the central office at Foley 
and the isolated community at For 
Morgan, Alabama, some time in the late 
summer or early fall, Foley and For 
Morgan are about 30 miles apart. The 
installation of this radio link is part of 
REA’s research and testing program 
aimed at providing low-cost service to 
remote areas by means of electronic and 
other than conventional means of 
telephony. 


EA selected the Gulf Service Com- 
pany for the test installation of the 
radio link because the territory served by 
part of the system is particularly adapted 
to use of radio. Part of the system crosses 
a long stretch of water along the shores 
of which the sand dunes shift in the 
windy season, making the job of line 
building and maintenance difficult and 
uncertain. 

Gulf Service Telephone Company 
plans to tie widely separated sections of 
telephone line by a microwave trunk and 
by special radio line equipment as well. 
If this is successful, probably other bor- 
rowers of REA telephone loan funds will 
use either or both of these types of elec- 
tronics equipment to meet similar prob- 
lems of serving isolated areas, 

Gulf Service Telephone Company al- 
ready has in operation two channels of 
an experimental subscriber carrier tele- 
phone system which was installed early 
in May by REA as part of its program of 
searching out and testing possible tech- 
niques for expanding rural telephone 
service while holding down costs and 
maintaining standards. 

The carrier equipment provides addi- 
tional communication and signaling chan- 
nels over an existing pair of telephone 
wires. With this carrier, it is possible to 
add a total of three additional subscriber 
lines per telephone pair on a common 
battery, magneto, or dial system. 

Where carriers will do this adequately 
and more cheaply and quickly than i- 
stalling additional wires, obviously such 
equipment would help speed up the pro- 
gram of farm phone service installation. 
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Financial News 
and Comment 


By OWEN ELY 


Should Electric Rates for 
Industrial Customers Be 
Increased? 


HE accompanying chart (page 237) 
I shows the national average industry 
trend of rates (revenues per kilowatt 
hour in cents) for various classes of cus- 
tomers. The 1950 figures (Edison Elec- 
tric Institute) are as follows: 
Residential 
Farms—Nonirrigated 
Farms—Irrigated 
Commercial 
Industrial 
Street and Highway 
Other Public Authorities .... 
Transit Companies 
Railroads 


Total Ultimate Consumers 1.81 


Residential, commercial, and eastern 
farm customers (also municipal street- 
lighting and highway departments) are 
thus paying well above the average 
kilowatt-hour rate, while industrial 
companies, public authorities, transit 
companies, and railroads pay substan- 
tially less than average. Is this spread 
warranted? Residential and small com- 
mercial customers (together with east- 
ern farmers) are large in number as 
compared with all other customers, 
and are obviously on a retail basis as 
compared with the wholesale type of 
business for other customers. In 1950 
the high-rate customers aggregated 
about 97 per cent of the total number, 
so that they should obviously bear the 


brunt of distribution, accounting, col- 
lecting, sales promotion, administrative, 
and general costs. Such costs in 1949 
were as follows, as percentages of total 
revenues : 

Distribution 

Accounting and Collecting... . 

Sales Promotion 


Administrative and General 
Expense 


Twenty per cent of 1949 electric 
revenues is $792,000,000, which works 
out at about 0.88 cents per kilowatt 
hour (measured against sales to low- 
rate customers only). If the latter 
figure were deducted from the average 
residential rate, the remainder would 
be 2 cents. This figure remains well 
above the average for all customers 
other than industrial. 
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T still looks as though industrial cus- 
tomers are getting very favorable 

treatment on their rates as compared 
with other customers. Even making full 
allowance for the smaller operating ex- 
pense due to the small number of 
customers, the question may be examined 
as to whether they are now making a 
fair contribution to taxes and cost of 
capital. This is probably due to two 
factors prevailing prior to 1950: (1) 
The business was usually competitive 
in character, since many industrial es- 
tablishments had their own power 
plants, or could install them, so that 
in order to get the business utilities had 
to make favorable sales contracts; and 
(2) many utilities had excess capacity, 
so that industrial business (particularly 
where not furnished on a firm basis) 
was considered “marginal”; i.e., the 
business was considered worth while if 
it only covered out-of-pocket expense 
and made a slight contribution to gen- 
eral overhead. 

Now that utilities have only a mod- 
erate reserve of capacity and must 
strain every resource to provide for 
the increasing demand for kilowatt 
hours, it no longer seems logical for 
industrial rates to remain on such a 
low basis. Of course, the utilities could 
not afford to lose a heavy proportion of 
industrial sales, which contribute nearly 
one-third of revenues from ultimate 
consumers, and some concession must 
be made to the old principle of “value 
of service.” Nevertheless, inescapable 
economic pressure suggests the advisa- 
bility of increasing the rates on whole- 
sale business, including transit and pub- 
lic agencies, as well as industrial custo- 
mers. By this means the apparently un- 
warranted spread between the two kinds 
of rates—retail versus wholesale—will 
be reduced, and the difficulties in obtain- 
ing regulatory approval of rate increases 
will doubtless be lessened if they are in 
the wholesale rather than the retail di- 
vision of the business. 

The cost analysis attempted above 
is, of course, very superficial and 
incomplete. Industrial rates, based on de- 
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mand and energy charges, and with 
varying rates for firm and marginal 
power, are quite complicated. But in our 
opinion the utilities would find the 
regulatory authorities quite co-operative 
if they should make some affort to de 
velop cost of service formulas for 
various types of customers, as the rail- 
roads were forced to do some years 
ago. 

The railroads have discovered, through 
this accounting that was forced on 
them, that they are losing money on 
much of their passenger business (ex- 
cept during abnormal periods such as 
World War II, when the load factor 
was very high). Possibly similar cost 
accounting would show many utilities 
that they are losing money on industrial 
and other wholesale business—that 
these customers are making little or no 
contribution to taxes and capital costs 
at a time when these costs are steadily 
increasing. 

The chart shows the trend of kilo- 
watt-hour revenues for various types 
of customers since 1937. The average 
industrial rate declined from 1.2 cents 
in 1938 to 9 cents in 1942, but has 
now recovered to around 1 cent. Dur- 
ing the entire period the residential 
rate dropped from 4.3 cents to 2.9 cents. 
Thus the spread between retail and 
wholesale rates has been considerably 
narrowed. Transit revenues advanced 
from .8 cents to 1.1 cents, a move in 
the right direction. Public agencies are 
now being charged 1.4 cents compared 
with 1.0 in 1943, although in earlier 
years the figure was 1.6. Irrigation 
farmers are paying a little less than 
in 1945, but about the same now as in 
the 1930’s. Thus the wide disparity be- 
tween residential and other rates has 
been substantially narrowed in the past 
fourteen years. Unless the above analy- 
sis is incorrect, however, further nar- 
rowing of the spread seems warranted. 


TT? lower section of the chart 
shows that, while industrial rates 
still average about the same as in 1941, 
the cost of fuel per kilowatt hour has 
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AVERAGE KWH REVENUES FOR VARIOUS CLASSES OF CUSTOMERS (CENTS) 


CUSTOMERS 
AGENCIES 
street o ome 


1937 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 


FACTORS IN KWH COSTS 


OF PER 
(Dollars) 


OF 
PER KWH 
( Mills) 


FUEL PER 
(tbs) 
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increased some 40 per cent—the rise in 
the price of coal per ton being only 
partly offset by increased generating 
efficiency. (However, the trend in the 
past three years has been downward.) 
Other production and transmission ex- 
penses per kilowatt hour have increased 
in recent years. Capital costs per kilo- 
watt hour (not shown in the chart) 
have dropped sharply since 1937 and 
this factor has offset higher operating 
expenses. But now the trend is reversed 
and capital costs are rising, while pro- 
duction expenses per kilowatt hour are 
dropping due to better generators. 
Taxes, however, are up sharply, cutting 
into net income. 

Rates are still going down, as indi- 
cated by the following averages com- 
puted from the May bulletin of the 
Federal Power Commission (the figures 
differ slightly from the rate figures 
used elsewhere in this article, which 
were based on EETI statistics) : 

May,1951 May, 1950 


3.00¢ 
2.81 
1.13 


Residential 

Commercial 

Industrial 
Average for all 
ultimate con- 
sumers, in- 
cluding other 
1.86 


Of course these declines do not mean 
that lower rate schedules have been put 
into effect—they are due to greater 
use of electricity by each customer, 
under the usual sliding-scale schedule ; 
but the effect is just the same as though 
rates had been reduced. 


Soe electric utilities are making a 
eluctant and somewhat successful 
effort to increase their rates, though the 
great majority of companies still hesi- 
tate to open this troublesome issue. The 
latter have placed much reliance on 
getting fuel clauses into their rate 


schedules—which is good insurance, 
but not of much help against taxes. 
In the calendar year 1950, 21 rate in- 
creases were granted to electric utilities, 
and 12 applications were carried over 
into 1951; one request was denied, but 


AUG, 16, 1951 


has since been reopened. In 1951 up to 
July 24th, 19 increases were granted, 
and 22 have been filed and are stijj 
before the regulatory bodies (both 
figures including items carried over 
from last year). A few more increases 
have been made in states such as Texas 
which do not have regulatory com- 
missions. This seems to indicate that 
greater progress is now being made 
than last year. The recent vain at- 
tempts at Washington to tie rate ap- 
plications into Federal proceedings 
under the Economic Controls Bill 
shows what is in the mind of OPS. So, 
utilities would be well advised to exam- 
ine their current rate of return on 
the rate base (adjusting for a 50 to 52 
per cent tax rate) and decide whether 
higher rates are not warranted, particv- 
larly in their industrial schedules. 


> 


Electric Utility Earnings in 
May Sharply Lower 


HILE comparisons with last year's 
figures are sometimes misleading 
if the earlier amounts happen to be 
out of line, nevertheless this is the ac- 
cepted method of analyzing corporate 
earnings. Earnings of the electric util- 
ities as reported by the Federal Power 
Commission held up fairly well in the 
first quarter, but made an increasingly 
worse showing in April and May. 
Net income in April was 5.2 per cent 
below last year, and in May 104 per 
cent. While it is difficult to estimate 
exactly, it seems probable that earnings 
on a per share basis were down about 
5 per cent more than the figures stated, 
due to the larger number of shares 
resulting from equity financing in the 
past year. 
Why did the May figures make such 
a poor showing? In the first place the 
gain in revenues was slightly smaller 
than in April—9.9 per cent versus 103 
per cent. Fuel costs were up 16.4 per 
cent compared with 14.6 per cent m 
April and 8 per cent in March. On the 
other hand, the percentage increase m 
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salaries and wages was slightly less 
than in April, and taxes were also on 
the favorable side. Thus the various 
factors of increase and decrease were 
almost in balance, down to electric util- 
ity operating income. 

The major difficulty appears to have 
been “below the line.” Miscellaneous 
utility operating income declined rather 
sharply in May, possibly due to seasonal 
factors in the gas industry, and other 
income dropped sharply in May though 
April had shown a gain over last year. 
Income deductions showed a sharp 
increase in the miscellaneous item, so 
that the total amount was 9.5 per cent 
over last year contrasted with April’s 
increase of only 6.6 per cent. 

Thus the adverse showing in May 
seems due largely to various irregular- 
ities in the smaller items of miscellane- 
ous income and charges, which changes 
are not easily explainable. Perhaps 
May was just an “off month” and June 
will make a better showing; but it 
should not be forgotten that taxes will 
increase when the new bill goes into 
effect. 


* 


Utility Financing in the 
First Half of 1951 


I’ the February 15th issue, page 241, 
Ebasco Services’ comprehensive tab- 
ulations of utility financing in the year 
1950 were summarized and reduced 
to percentage bases. Ebasco’s compila- 
tion for the first half of 1951 has now 
been sent to subscribers. Total financ- 
ing for all branches of the utility in- 
dustry amounted to nearly $1.7 billion, 
or slightly over half the amount for the 
calendar year 1950. However, last 


year’s total included _ substantial 
amounts for refunding and divestment, 
while this year’s financing was almost 
entirely for new money. Thus as com- 
pared with last year, first half financing 
was quite heavy—about 72 per cent 
of the entire amount raised last year. 
This was probably very fortunate in 
view of the early-summer upset in the 
bond and preferred stock markets. 

However, there were irregularities 
between the different groups of utilities. 
Thus the telephone industry (the fig- 
ures for which are dominated by the 
huge Bell system financing) did con- 
siderably more financing in the first 
half of this year than in the entire year 
1950—$479,000,000 versus $373,000,- 
000, principally in bonds or debentures. 
But the electric and gas utilities fell 
behind last year’s pace of financing. 

Turning to the type of sale, we find 
that the subscription method was in- 
creasingly popular this year, accounting 
for 40 per cent of all financing com- 
pared with only 11 per cent in the 
calendar year 1950. However, the fig- 
ures were affected by this year’s large 
offering of American Telephone and 
Telegraph debentures on a subscription 
basis. With regard to common stocks, 
the proportion of subscriptions to total 
offerings this year was 74 per cent, com- 
pared with 63 per cent in the calendar 
year 1950. 

No “divestment” financing was done 
in the first half of this year, although 
Electric Bond and Share disposed of 
some stock holdings through distribu- 
tion as dividends. 

Turning to the “method of sale,” 
which is of special interest to utility 
executives, following are the 1951 
figures in millions of dollars: 


7 


Long-term 
Debt 


Competitive 
Negotiated 

No Underwriting 
Private 


Total 
Financing 
$ 654 
234 
546 
221 


——— 


$1,655 
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Preferred Common 
Stock Stock 
$4 $ 46 
66 164 
—_ 131 
11 oe 


“$1 $341 
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Wall Street Analyses of 
Utility Stocks 


ERR & co. has issued a 6-page 

analysis of Southwestern Public 
Service Company, which may be sum- 
marized as follows: The company 
serves a highly prosperous farm and 
industrial territory in the Southwest 
noted for production of natural gas, 
oil, petro-chemicals, helium, and potash. 
The latter industry is currently ex- 
panding at a rapid rate. Customers 
have more than doubled since 1943, 
and revenues gained 146 per cent—one 
of the largest gains for any individual 
utility. Generating capacity is now 
352,000 kilowatts, or over three times 
the amount in 1943, and the company 
probably has a larger proportion of 
modern generating capacity than any 
other important unit in the industry. 
Operating ratios are low due to the 
use of low-cost natural gas for fuel. 
Recently obtained rate increases will 
increase revenues by about $1,100,000. 
(There is no state commission in Texas 
with jurisdiction over electric rates.) 
Construction funds have been raised 
advantageously, including 1951 require- 
ments. 

There appears to be no threat of 
government competition in the genera- 
tion of hydro power, since there is no 
appreciable amount of water power 
available in this area. Much of the 
company’s area is irrigated land and 
the company sells a substantial amount 
of electricity to serve irrigating pumps. 
Some increase in gas costs may be an- 
ticipated in connection with contract 
renewals within the next few years but 
increased efficiency of the new generat- 
ing equipment is expected to absorb this 
additional expense. 


OHN C. FeEety of Paine, Webber, 

Jackson & Curtis, in a recent story 
on Texas Utilities, pointed out that 
territory served by the company has 
an outstanding growth record and there 
is no indication of any change in trend. 
The stock has recently been selling at 
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only 10.7 times earnings and the cur- 
rent dividend payment is only 54 per 
cent of earnings. More generous divi- 
dends to stockholders would seem to 
be in order. The company hopes by 
the end of summer to offset higher 
system taxes and payroll costs by rate 
increases of about $7,000,000. 
Charles Tatham, Jr., vice president of 
Institutional Utility Service, Inc., has 
issued a brief report on Florida Power 
& Light. An earlier projection of share 
earnings of $2.21, based on a 50-cent 
Federal tax rate, has now been revised 
to $2.15, on the basis of a 52 per cent 
rate. Current earnings should be within 
the range of reasonable returns. (In 
April the Florida Railroad and Public 
Utilities Commission was created, with- 
out opposition from the utility compa- 
nies.) Mr. Tatham thinks that the pres- 
ent dividend pay-out is somewhat on the 
low side, and that it is reasonable to 
anticipate a rate of $1.80 at some future 
time when the tax outlook is clarified. 


AYDEN, STONE & Co. has issued a 6- 

page analysis of American Tele- 
phone and Telegraph Company. It points 
out that the company is just beginning 
to obtain real benefits from the $4.6 
billion postwar improvement program, 
and that there is greater reason for con- 
fidence in the maintenance of Ameri- 
can Telephone’s $9 dividend than at 
any time in the past two decades. On 
the important question of rate adjust- 
ments the study points out that between 
December 1, 1946, and March 16, 1951, 
total annual rate increases of about 
$442,000,000 became effective, that ap- 
plications for about $187,000,000 addi- 
tional revenues are pending, and that 
further applications will be made as 
needed. 

On the other hand, the Federal Com- 
munications Commission has ordered 
another investigation of the “Long 
Lines” rates which it thinks may be 
unreasonably high. The company con- 
tends that its interstate rates and earn- 
ings have been inadequate over a long 
time. 
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CURRENT UTILITY STATISTICS AND RATIOS 


Per Cent Increase 
Latest Latest Latest Latest 
Unit Cost Month 12Mos. Month 12 Mos. 
Operating Statistics (May) 

Output KWH—Total Bill. KWH 
Hydro-generated - 
Steam- generated ’ 
Capacity Mill. KW 

Peak Load (April) “ 
Fuel Use: Coal Mill. tons 
G Mill. MCF 
i Mill. bbls. 
Coal Stocks Mill, tons 


Customers, Sales, Revenues, and Plant (May) 
KWH Sales—Residential 
Commercial 
Industrial 
Total, Incl. Misc. ... 
Customers—Residential 
Commercial 
Industrial 


Jo 


“ 


HIV tiitg 


PrTITttils 


—— 
o- 


as 
(111 8Ree 
os 
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Income Account—Summary (May) 
Revenues—Residential 
Commercial 
Industrial 
Total, Inc. Misc. Sales. 
Sales to Other Utilities. 
Misc. Income 


Expenditures 
Fuel 


Misc. Expenses 

Depreciation 

Taxes 

Interest 

Amortization, etc. 

Net Income 

Preferred Div. (Est.) 

Bal. for Common Stock (Est.).... 
Common Dividends (Est.)........ 
Balance to Surplus (Est.)......... 


Electric Utility Plant (May) $19,605 


Reserve for Deprec. and Amort. .. 4,027 
Net Electric Utility Plant 15,578 


Utility Financing (May)* 
137 
59 
196 


Life Insurance Investments (January Ist-July a) 
Utility Bonds 
Utility Stocks 

Total 

Per Cent of All Investments .... 


_ D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding 
issues. **Five months ended May 3lst. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
7/25/51 Indicated Share Earningst | oo Div. 
Price Dividend Approx. Cur. Prev. YIn- ings Pay. 
About Rate Yield Period Period crease Ratio 
Producers and Pipeline Companies 
Commonwealth Gas 
Mississippi Riv. Fuel .... 
Missouri-Kans. P. L. 
Southern Nat. Gas 
Southwest Nat. Gas 
Tenn. Gas Trans. ........ 
Texas East. Trans. ...... 
Texas Gas Trans. 


J $.74d $ 62 19% 13.5 

3.05m NC — 108 

166d 4.32 _ 

3.63m 3.15 12.7 
38m —(«i21 
1.76m 1.20 
1.93d 1.49 
81 
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Averages 


Integrated Companies 
American Natural Gas ... 
Columbia Gas System .... 
Consol. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 

Interstate Nat. Gas 
Kansas-Neb. Nat. Gas .... 
Lone Star Gas 
Montana-Dakota Utils. ... 
Mountain Fuel Supply ... 
National Fuel Gas 
National Gas & Oil 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Pacific Pub. Serv. 
Panhandle East. P. L. ... 
Peoples Gas Lt. & Coke... 
Southern Union Gas 
United Gas 
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Retail Distributors 

Atlanta Gas Light 
Bridgeport Gas 

Brockton Gas Lt. 
Brooklyn Union Gas ..... 
Central El. & Gas 

Consol. Gas Util. ........ 
Hartford Gas 

Haverhill Gas Lt. 
Houston Nat. Gas 
Indiana Gas & Water .... 
Jacksonville Gas 

Kings County Ltg. ...... 
Laclede Gas 

Minneapolis Gas 

Mobile Gas Service 
National Util. of Mich. .. 
New Haven Gas Lt. ..... 
Pacific Lighting 
Providence Gas 

Rio Grande Valley Gas .. 
Rockland Gas 

Seattle Gas 

United Gas Improv. ...... 
Wash. Gas Light 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 
Price- 
7/25/51 Indicated —Share Earnings#- Earn- 
Price Dividend Approx. Cur. Prev. Jo In- ings 
About Rate Yseld Period Period crease Ratio 
Communications Companies 
Bell System 
§ Amer. Tel. & Tel. 
Cinn. & Sub. Bell Tel. ... 
C Mountain Sts. T. & T.... 
C New England Tel. ....... 
§ Paciic Te & Tek .....- 
So. New Eng. Tel. ...... 


% $13.00* $11.22* 16% 12.1 
6.9je 5.19 35 143 
11.62m 850 37 98 
9.06my 642 41 119 
2.124 179 18 151 
459d 4. D4 159 
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Independents 
Central Telephone 
General Telephone 
EC Pemeenene ee ois oes ecccs 
Rochester Tel. 
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Transit Companies 

Chicago SS. & S. B. ...... 
Chicago No. Sh. & Mike.. 
Cinn. St. Ry. 

Dallas Ry. & Term, ...... 
Greyhound Corp. ........ 
ee 8 
Los Angeles Transit .... 
Nat. City Lines 

St. Louis P. S. A. 
Syracuse Transit 

United Transit 
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Averages 


Water Companies 
Holding Companies 
Amer. Water Works .... 
N. Y. Water Service .... 
Operating Companies 
Bridgeport Hydraulic .... 
Calif. Water Serv. 
Elizabethtown Water .... 
Hackensack Water 
Jamaica Water Supply ... 
New Haven Water 
Ohio Water Service 
Phila. & Sub. Water 
Plainfield Union Wt. 
San Jose Water 
Scranton-Spring Brook .. 
Southern Cal. Water .... 
Stamford Water 
West Va. Wt. Service .... 14.5 


Averages 6.0% 13.4 


D—Deficit. C—Curb exchange. O—Over-counter or out-of-town exchange. S—New 
York Stock Exchange. *Based on average number of shares outstanding. #In order to 
facilitate comparisons, earnings are calculated on present number of shares outstanding, 
except as otherwise indicated. ju—July, 1950. d—December, 1950. m—March. a—Aprih 
my—May. Je—June. NC—Not comparable. 
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What Others Think 


Roundup of Law Review Articles on 


Public 


tel 


n the March, 1951, issue of the Ne- 
braska Law Review, a “Symposium 

on Public Power,” brings together a 
number of useful articles detailing the 
legal status of the various agencies 
carrying on the electric utility business 
in the first state of the United States 
having a 100 per cent publicly owned 
electric utility system. In view of the re- 
cent statements of the Bonneville Power 
Administration and the Tennessee Val- 
ley Authority accepting a primary “re- 
sponsibility” for electric power distribu- 
tion in the northwestern and southeast- 
ern areas of the United States, this 
symposium is of especially timely interest 
today. 

In the first article “Public Power and 
the Federal Government” (pp. 375-400), 
Lawrence Potamkin of Washington, D. 
C., secretary-treasurer attorney’s section, 
National Rural Electric Co-operative 
Association, discusses the legal basis for 
Federal activity in this field, and the 
policies governing such activities. Al- 
thoug Mr. Potamkin professes only to 
set forth a brief treatment of major 
points, defining the issues rather than 
suggesting any financial answers to them, 
his article presents a succinct analysis of 
the critical issues of today from the point 
of view of a public power lawyer in the 
field relating to the construction and 
operation of Federal power projects and 
the marketing of the power generated. 


oe with basic premises the right 
of the Federal government to con- 
struct hydroelectric generating plants is 
traced from the famous Ashwander Case 
to the TVA’s present New Johnsonville 
project. The right of private utilities 
to object is carried forward from the 
early Alabama Power Case to the pres- 
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ent suit by the privately owned power 
companies against the SPA-REA. Un. 
der the heading of Federal policies the 
legislative history of § 5 of the Flood 
Control Act of 1944, with its famous 
“public preference” clause, is stated. 

The author then, in a  pin-point 
analysis, discusses attempts to limit the 
government to “bus-bar sales,” the pres- 
ent status of “wheeling agreements” 
(including the background of the Buggs 
Island-Langley Field line), the acquisi- 
tion of transmission facilities through the 
use of government loans, and the policy 
governing the actual marketing of power 
and energy produced at government gen- 
erating installations. In this he raises 
the new question as to whether, in those 
areas where the government has accept- 
ed the obligation to provide for the ger- 
eral power needs of the area, the gov- 
ernment should, as part of its power- 
marketing policies, sell firm as well as 
secondary or dump power, or sell at re- 
tail as well as wholesale — a question 
raised by the recent report of the 
President’s Water Resources Policy 
Commission. 

In a criticism of the activities of other 
agencies of the government, Mr. Potam- 
kin states that the present policy of the 
Federal Power Commission to permit 
“piecemeal” development of river basin 
water resources will permit private pow- 
er companies to develop low-cost power 
sites, leaving the higher-cost develop 
ments to the government, or develop sites 
made valuable because of what the gov- 
ernment has done or will do in the area, 
and prevent effective interconnection of 
the Federal installations. 


LITTLE-KNOWN memorandum of 
the Department of the Interior on 
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WHAT OTHERS THINK 


power policies is published in full stating 
what is essentially the basic line of at- 
tack taken by most public power advo- 
cates. Finally, he comments on whether 
privately owned power companies should 
have any standing to wage the type of 
battle that they do against public power, 
by the use of what is termed “quasi pub- 
lic funds” for “propaganda and allied 
purposes,” contributions to industry liti- 
gation, or in pre-emptive extensions to 
new service areas. 

The second article, “Regional and 
River Valley Public Power Develop- 
ment,” pp. 401-415, a short one, by Rich- 
ard M. Freeman, attorney for the Ten- 
nessee Valley Authority, reviews some 
of the familiar arguments in favor of the 
idea of a single agency with the respon- 
sibility for the development of all re- 
sources in a watershed, where electric 
power “is simply one of the instruments 
in a well-rounded program for making 
more effective use of a watershed’s re- 
sources.” In so doing he states that there 
are at least four essential elements neces- 
sary to the development of a successful 
river and regional public power program : 


1. The regional power program 
should be administered by a single 
agency as part of that agency’s total 
responsibility for the development of 
total resources of the region ; 

2. The agency should have sole 
authority over and responsibility for 
the power program ; 

3. The agency should be the exclu- 
sive source of wholesale supply of 
power, delivering such power to major 
load centers ; 

4. The distribution of power to the 
ultimate consumer should be assumed 
by local public agencies, but with the 
Federal agency exercising controls 
over features of peculiar Federal 
concern. 


FTER reciting comments from the 
Hoover Commission Task Force 

on Natural Resources, and as justifica- 
tion that an alternative single-purpose 
series of navigation, flood control, and 
power dams in the TVA area would 
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have cost $828,164,000 whereas the ac- 
tual investment in TVA dams was $734,- 
776,980, the author goes on to say that 
any agency should have autonomy to 
control physical properties, personnel 
policy, and financial policy — operating 
the dams by the agency’s own concept of 
maximum flood-control, navigation, and 
power benefits, with a right to hire and 
fire personnel at will without regard to 
the provisions of civil service laws. 

As to financial policies, while GAO 
audits and congressional authorization 
of new projects are approved, the author 
believes it would be “unfair” to the rate- 
payers to pay rates sufficient to repay to 
taxpayers their investment, plus the cost 
of maintenance, interest, and profit, and 
states that there is “no justifiable policy” 
served by having Federal project rates 
set by the FPC. An exclusive govern- 
ment source of wholesale supply is re- 
quired since private utilities have demon- 
strated they are not prepared to transmit 
electricity to public agencies at rates 
comparable to those of the Federal 
government. 

At present he states there is no reason 
for the Federal government to assume 
the job of retail distribution of electricity 
“so long as definable Federal policies can 
be protected by contractual provisions” 
fixing resale rates, prescribing methods 
of accounting, and specifying the man- 
ner in which revenues from power sales 
can be disposed, citing instances in 
which such “standard” TVA contracts 
have been upheld. The author closes by 
stating that the lower power rates in the 
TVA power service area have not been 
at the expense of either local or Federal 
taxpayers since the TVA power program 
has covered all costs and earned a return 
averaging more than 4 per cent a year 
from 1933-1950. 


N the third article, one of the first legal 
discussions of the statutory basis for 
Nebraska’s network of public power 
agencies, Clarence A. Davis, general 
counsel for the Consumers Public Pow- 
er District, sets forth the legal back- 
ground and development of Nebraska 
public power agencies. (His article is en- 
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titled “Inter-Relationships of Nebraska’s 
Public Power Agencies,” pp. 416-441.) 
This revealing analysis indicates the na- 
ture of the public power agencies in that 
state, their formation, their status, their 
powers, and their duties, and finally a de- 
tailed exposition of their inter-relation- 
ships not only with each other, but with 
the Bureau of Reclamation as well. 

The history of the first three “hydro” 
districts is traced from their organization 
under Nebraska’s Enabling Act of 1933 
to the present complex network covering 
the original three districts owning and 
controlling substantially all the generat- 
ing capacity for electricity in Nebraska 
(outside of Omaha), the fifteen to twenty 
rural districts serving some 60,000 rural 
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customers, the Consumers District own- 
ing most of the retail facilities serving 
more than 100,000 consumers with no 
generating capacity, and a separate pub- 
lic power district in Omaha not a party 
to the other relationships, superimposed 
on the numerous existing municipal dis- 
tribution systems. The successive steps 
are shown by which a joint operating 
agreement constituted a “Nebraska Pub- 
lic Power System” marketing agency 
which leased all major generating facili- 
ties in the state, issued revenue bonds, 
and entered into joint management 
agreements pursuant to a “rate resolu- 
tion” establishing an executive director 
and controller of the system, together 
with budget boards and planning boards. 
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s the author points out, the fact that 
A the customers of the system possess 
the ultimate authority to determine the 
policies of the system without owning 
all the properties raises a host of legal 
questions, most of which are un- 
answered, and none of which have been 
litigated, involving cross-delegations of 
governmental power. Such questions of 
conflict and co-operation between dis- 
tricts pose problems of possible competi- 
tion and duplication of facilities without 
any agency in authority to determine un- 
solved questions between the public 
agencies involved in the event of dis- 
agreement. 

The author is emphatic in his position, 
however, that complicated as the inter- 
relationships of Nebraska’s public power 
agencies are, they are crystal clear com- 
pared with the chaos that would ensue 
from some of the proposals made by the 
Bureau of Reclamation for its expansion 
into the state. The bureau’s present pro- 
posal to build duplicate transmission 
lines to every public power agency in the 
state and impose federally determined 
methods of bookkeeping, auditing, sep- 
aration of functions, rate making, and 
control of surplus moneys of each 
agency would pose major problems of 
conflict between state and Federal 
powers that would best be served by 
leaving this field to existing agencies of 
the state. 


I the last article in the symposium, 
“Public Power Districts and Co-op- 
eratives; Their Contribution to Rural 
Electrification” (pp. 442-467), Giles H. 
Penstone, regional attorney of the De- 
partment of Agriculture, Lincoln, Ne- 
braska, gives what amounts to a political 
history of public power districts and their 
relationship to the later rise of rural 
electrification co-operatives. 

The early opposition to public power 
districts, particularly in Nebraska, but 
also in the western states generally, is 
traced, indicating the methods of organ- 
ization, the hampering of amendments, 
the difficulties of financing, and the lack 
of sources of supply for electric energy. 
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The final legislative action in passing the 
Nebraska Enabling Act of 1933 is set 
out, together with a history of the court 
decisions upholding the constitutionality 
of the district organized under it, and 
establishing its financial responsibility 
and its exemption from public con- 
venience and necessity jurisdiction of the 
Nebraska State Railway Commission. 
Consequently, by the time the Rural Elec- 
trification Administration was ready to 
proceed on a large scale with its pro- 
gram, Nebraska was one of the few 
states to have a satisfactory public power 
district law. 

Contrasted with the organization of 
public power districts, the author traces 
the concept of nonprofit co-operatives in 
the electric field. (A field which was op- 
posed by other co-operatives who feared 
that government participation might 
prejudice the whole co-operative move- 
ment.) The passage in various states of 
the uniform Rural Electric Co-operative 
Act is set out together with the difficul- 
ties of early restrictions on co-operative 
operation. In spite of the indicated pref- 
erence in western Nebraska for rural 
electric co-operatives, the indicated ad- 
vantages of state—and possibly Federal 
—taxation for the public power district 
points to the continuing pressure by co- 
operative members to transfer co-opera- 
tive electric systems to public power 
districts. 


N a comprehensive note at the end of 

the symposium issue, entitled “Regu- 
lation of Public Utility Rates by the Ne- 
braska Railway Commission” (pp. 469- 
500), Donald R. Ravenscroft and Theo- 
dore C. Sorenson, students of the College 
of Law of the University of Nebraska, at- 
tempt to extract from the several hun- 
dred written opinions of the Nebraska 
State Railway Commission and control- 
ling judicial and statutory rules an 
analysis of the basic principles employed 
by the commission. They admit that ac- 
tually there is no “state of the law” con- 
cerning the commission’s rulings, be- 
cause of the conflict and inconsistency 
which recur throughout, varying the use- 
fulness of each commission ruling as a 
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precedent depending on its recency, con- 
text, and subsequent use. Nevertheless, 
a worth-while summary appraisal of the 
commission’s work in making rate de- 
terminations for public utilities, chiefly 
telephone companies and urban transit 
lines, is attempted. This analysis is 
marred in part, however, by the authors’ 
predilection for their own views, and ci- 
tations of law review articles, Supreme 
Court decisions running back to Smythe 


v. Ames, and former commission opin- 
ions that are of doubtful precedential 
value today. No attempt is made in the 
article to discuss commission litigation 
involving administrative law, commis- 
sion jurisdiction, and judicial review and 
enforcement. 

In reviewing the Nebraska commis- 
sion’s rate determinations, the authors 
set out, under major headings, the rate 
bases used, the operating expenses con- 
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sidered, and the rate of return allowed. 
Under the rate base the trend to orig- 
inal cost is indicated, and comment is 
made on the factors of what property is 
included, comprising intangibles, working 
capital, land, and the deduction for de- 
preciation which is subject to the com- 
mission’s determination. Under the 
heading of operating expenses the com- 
mission’s concern with comparative 
wages with utilities of similar size, and 
its actions covering affiliated transac- 
tions, and the prediction of future ex- 
penses are outlined. Under rate of return, 
while the authors believe too slight at- 
tention is given by the commission to this 
problem, the question of past cost of 
capital, the utility’s financial need, and 
the comparable risk of other utilities of 
similar size and in other states are ad- 
verted to. 


Law Review Articles 


Auerbach, “The Regulation of Motor 
Carriers in Wisconsin,” Wisconsin Law 
Review (January, 1951). 

James C. Bonbright, “Public Utility 
Rate Control in a Period of Price Infla- 
tion,” 27 Land Economics, pp. 16-23 
(February, 1951). 

Porter, “Federal Regulation of Pri- 
vate Carriers,” 64 Harvard Law Review, 
pp. 896-912 (April 1, 1951). 

Billyou, “Federal Railroad Equipment 
Legislation,” 64 Harvard Law Review, 
pp. 608-614 (February, 1951). 

Levy, “Chief Justice Shaw and the 
Formative Period of American Railroad 
Law: I,” 51 Columbia Law Review, pp. 
327-348 (March, 1951). 


Comments 


“Power Districts: an Emergency De- 
vice for Low-cost Electricity,” 60 Yale 
ion Journal, pp. 483-505 (March, 
1951). 

“Judicial Application of Antitrust Law 
to Regulated Industries,” 64 Harvard 
Law Review, pp. 1154-1167 (May, 
1951). 

“FCC Comparative Hearings,” 64 
Harvard Law Review, pp. 947-958 
(April, 1951). 


249 


“Unfunded Actuarial Liability: The 
AT&T Pension Plan,” 64 Harvard Law 
Review, pp. 633-642 (February, 1951). 

“The East Ohio Gas Company Litiga- 
tion,” 64 Harvard Law Review, pp. 464- 
473 (January, 1951). 

“Impact of the FCC’s Chain Broad- 
casting Rules,” 60 Yale Law Journal, pp. 
78-111 (January, 1951). 

“Federal Price Control of Natural Gas 
Sold to Interstate Pipelines,” 59 Yale 
Law Journal, pp. 1468-1510 (December, 
1950). 

“Fair Value or Prudent Investment 
As a Rate Base in Pennsylvania,” 99 
University of Pennsylvania Law Review, 
pp. 371-406 (1950). 

“Federal Labor Legislation to Govern 
Public Utility Strikes,” 27 Land Eco- 
nomics, pp. 182-186 (May, 1951). 

“A Water Policy for the American 
People,” 27 Land Economics, pp. 76-79 
(February, 1951) ; 27 Land Economics, 
pp. 169-172, pp. 187-188 (May, 1951). 


Notes on Recent Cases 


Injunctions — Acts Restrained: Nui- 
sances and Public Wrongs—Shipper In- 
ducing Motor Carriers to Violate Part II 
of the Interstate Commerce Act En- 
joined at ICC’s Request (ICC v. Blue 
Diamond Products Co. (S. D.-Iowa, 
1950) 93 F Supp 688, 64 Harvard Law 
Review, pp. 1202-1203 (May, 1951). 

Carriers—Goods: Discrimination and 
Overcharge — Carrier Cannot Be 
Estopped from Recovering Lawful Rate 
(Southern Ry. v. Mayer Myers Paper 
Co. (Tenn) 1950) 232 SW2d 20) 64 
Harvard Law Review, pp. 1000-1003 
(April, 1951). 

Public Utilities—Regulation : Holding 
Companies—Lack of Economic Justifi- 
cation Held Sufficient Basis for Dissolu- 
tion of Public Utility Holding Compan 
(Protective Comm. v. SEC (1950) 8 
PUR NS 458, 184 F2d 646) 64 Harvard 
Law Review, pp. 1013-1015 (April, 
1951). 

Public Utilities — Valuation: Excess 
of Depreciation Reserve over Observed 
Depreciation Also Deducted from Re- 
production Cost in Accruing at Rate 
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Base (City of Columbus v. PUC (Ohio, 
1950) 86 PUR NS 496, 93 NE2d 693) 
64 Harvard Law Review, pp. 1015-1018 
(April, 1951). 

Carriers — Regulation: In General— 
CAB Conditions Approval of Route 
Transfer upon Provisions for the Bene- 
fit of Adversely Affected Employees 
(North Atlantic Route Transfer Case 
(CAB, 1950)) 64 Harvard Law Re- 
view, pp. 664-666 (February, 1951). 

Carriers — Regulation: ICC Exten- 
sion of the Shreveport Doctrine (Ala- 
bama Intrastate Rates and Charges 
(ICC, 1950) ) 60 Yale Law Journal, pp. 
356-362 (February, 1951). 

Insurance—Regulation: State Super- 
vision over Insurance Rate-making 
Combinations under the McCarran Act 
(North Little Rock Transportation Co. 
v. Casualty Reciprocal Exchange (CA 
8th, 1950) 181 F2d 174) 60 Yale Law 
Journal, pp. 160-169 (January, 1951). 


Books 


Bernard S. Rodney, Jr., and J. Rhoads 
Foster, Public Utility Accounting, 
Prentice-Hall, 1951. (“The Role of Ac- 
counting in Public Utility Regulation,” 
Parts I, II, and III, by Rodey and Foster, 
Pustic UTILITIES FORTNIGHTLY, issues 
of October 26, November 9 and 23, 
1950. Also, “Thoughts on Depreciation 
Accounting,” by Rodey and Foster, 
ForTNIGHTLY, February 15, 1951.) 

Joubert, Southern Freight Rates in 
Transition, University of Florida Press, 
1950. 

Shott, The Railroad Monopoly, Public 
Affairs Institute, 1950. 

Taff, Commercial Motor Transporta- 
tion, Irwin, 1950. 

Miller, Cover, and others, Rates of 
Return—Class I Line Haul Railways, 
1921-1948, University of Pittsburgh 
Press, 1950. 

Henry F. Lippitt, 2np 





False Tax 


ge roertemaaagy the currently popular 
catchphrase, John G. Forrest, finan- 
cial editor of The New York Times, re- 
cently declared that “Old taxes never 
die,” while new ones to support Federal 
programs would only increase inflation. 
Forrest’s statement was made before the 
House Ways and Means Committee 
voted to repeal the 34 per cent electrical 
energy tax. But this repealer has yet to 
clear the Senate before it can be assured 
that here is one tax which did die. 

Writing in the June issue of Tax Out- 
look, official publication of the Tax Foun- 
dation, Inc., of New York city, Forrest 
notes that the chief obstacle to govern- 
ment retrenchment today lies in the false 
philosophy that large government ex- 
penditures are themselves an essential 
element in developing our economic 
progress and promoting the welfare of 
the people. He writes: 


. while the President has warned 
against “sharp and arbitrary” changes 
in government programs that “may 
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cause serious damage to parts of the 
economy,” one thing is certain—per- 
sistence in loose fiscal practices will 


bring retribution in the end. 


Forrest points out that unless the gov- 
ernment demonstrates its ability to sacri- 
fice nonessential programs, it cannot ex- 
pect the people to tighten their belts with 
any great enthusiasm. He suggests that 
the Treasury accumulate substantial sur- 
pluses during periods of high prosperity 
which would result in two desirable ef- 
fects : (1) damming off inflationary tend- 
encies, which have characterized U. S. 
periods of prosperity in the past; (2) 
making possible a program for reduction 
of the national debt in prosperous times. 


V JitH deficit spending the heart of 
inflation, the writer states “there is 


no excuse for running a deficit bill at 
all.” To stop inflation, he advocates pay- 
ing the defense bill “as we go along,” and 
postponing all projects the country can 
do without. Otherwise, more taxes will 
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have to be loaded on people taxed almost 
to the hilt already. He adds: 


_.. This is no time for extravagance, 
waste, or luxury, anywhere, not even 
in the armed services. With new obli- 
gations for the military services and 
international security now estimated to 
total about $72 billion for 1952, it is 
time to subject all demands to close 
scrutiny. 


In expressing the hope that Congress 
will put the emphasis in the right place, 
Forrest further states that curtailment of 
nonessential expenditures will both re- 
duce the inflationary menace and make 


economic controls on industry less severe. 
If cuts are made in Federal spending, it 
would aid the defense effort in three ways, 
according to Forrest: (1) abandonment 
of unnecessary “welfare state frills,” mak- 
ing for more ready compliance with 
needed economic controls; (2) utilizing 
standards of government spending that 
are more efficient; and (3) making tax 
increases for pay-as-you-go defense pro- 
gram less onerous. 

The financial expert concludes with the 
observation : “The choice is the people’s,” 
adding that in times fraught with interna- 
tional and financial stress there can be 
only one. 





New Homes Using Gas 


TILITY gas and gas appliances had wide acceptance in new 
homes built in 1950 within gas company franchise areas, 

it was proved recently by a survey made by the American 
Gas Association. The study revealed that where gas was avail- 
able to home owners and builders on a free main extension 
basis more than 95 per cent of the single-family dwellings and 


multifamily dwelling units used gas for one or more purposes. 

Responses to the survey, which was intended to study major 
gas appliance trends in those areas where the bulk of housing 
construction had occurred last year, covered 565,000 new 
single-family dwellings that were built within gas company 
franchise areas in 1950. About 90 per cent of these, or 513,000 
new single-family dwellings were entitled to free extension 
allowances wereby home owners and builders were not required 
to contribute to the cost of main extensions of gas lines. More 
than 95 per cent of these 513,000 single-family dwellings used 
gas for one or more purposes, with less than 4 per cent going 
wholly to competitive fuels. Individual uses for gas in this 
group were: cooking, 86 per cent; water heating, 89 per cent; 
gas space heating, 87 per cent; and gas refrigeration, about 
/ per cent. 

Free extension privileges also were available to 138,000 new 
multifamily dwelling units covered by the survey and nearly 
96 per cent of these used gas for one or more purposes. In- 
dividual uses of gas in these multifamily dwelling units were: 
gas cooking, 91 per cent; water heating, nearly 44 per cent; 
space heating, 41 per cent; and gas refrigeration, about 
14 per cent. 
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The March of 
Events 


In General 


Rankin Urges Quick MVA 
Report 


HE Missouri Valley Authority is 

“the only way” to deal with the 
troublesome Missouri river valley, ac- 
cording to Representative John E. Rankin 
(Democrat, Mississippi). He inserted 
such a statement in the Congressional 
Record late last month. 

Rankin, who has introduced an MVA 
Bill in the House as companion measure 
to one pending in the Senate, asked that 
the House Committee on Public Works 
report the bill promptly and expressed 
the hope that Congress would pass it 
speedily. 

“We cannot afford to wait,” he said. 

Referring to himself as no inexperi- 
enced amateur in such legislation because 
he had been, with the late Senator George 
Norris, coauthor of the bill that created 
TVA, Rankin said an MVA would pre- 
vent for all time recurrence of the recent 
Missouri flood disaster. 

“Tt would bring new life to that entire 
section of the Middle West,” he said. 

“It would generate 20 or 25 billion 
kilowatt hours of hydroelectric power 
that is now going to waste and distribute 
it throughout the 10 states of the Mis- 
souri valley area—double the supply of 
electricity they are now using, and reduce 
the overcharges they are now paying by 
$230,000,000 a year.” 

The saving in power costs, Rankin said, 
within a few years would add up to more 
than the entire cost of developing an 
MVA. Beyond that, he said, an MVA 
would conserve soil now being washed 
away in floods, and save “billions” in 
flood damage in years to come. 

“This is the only way you will ever 


provide adequate protection for the peo- 
ple in that area, develop that great wealth 
of hydroelectric power now going to 
waste, improve navigation all the way up 
to the headwaters of the Missouri river, 
and provide a program of soil conserva- 
tion that will save the rich lands of those 
states in the years to come,” Rankin said. 


Truman Writes about Farm 
Electrification Week 


RESIDENT Truman unexpectedly 

helped out on the publicity for the 
electric-industry sponsored Rural Elec- 
trification Week with one of his personal 
letters. It was addressed to James G. 
Patton, president of the National Farm- 
ers Union, and it stated that not “very 
many will be fooled” into believing “that 
the rural electrification job is now com- 
pleted.” When that time comes, the let- 
ter added, “the group entitled to sponsor 
that event are the rural people them- 
selves who are primarily responsible for 
getting rural electrification under way in 
the first place through their REA 
program.” 

Industry leaders, J. W. Parker, presi- 
dent of the Detroit Edison Company, 
and George M. Gadsby, president of the 
Utah Power & Light Company, were 
prompt to reply. Parker, as committee 
chairman of the electric companies’ Pub- 
lic Information Program sponsoring the 
event, said the President apparently had 
written without “having all the facts be- 
fore him.” He pointed to the industry’s 
interest in rural electrification since the 
beginning of the century. The industry 
respects REA co-op contributions and is 
co-operating with them, Parker observed. 
He said further that attempts to provoke 
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a cleavage between REA co-ops and the 
utilities come from those more interested 
in spreading public power and their 
own authority than in public service. 
Gadsby stated that although 95 per 
cent of American farms are now getting 
power, the “second phase” of this work 
remains. The celebration, he pointed out, 
was not for crossing the final goal line, 


but for a “fine score at the end of the first 
half.” 

He observed that 51 per cent of the 
electrified farms are served directly 
by electric utility companies, plus a few 
publicly owned agencies, while 49 per 
cent are served by REA co-ops, most of 
which are wholesale customers of the 
industry. 


* 
Alabama 


Natural Gas Curbs Protested 


gg president of the state public serv- 
ice commission, C. C. Owen, said 
recently that the commission had pro- 
tested a ruling by the National Petroleum 
Administration for Defense which would 
limit certain natural gas uses in the state. 
He announced that the commission had 
notified each of the state’s Representa- 
tives and Senators protesting the ruling. 

The agency issued an order “limiting 
the use of natural gas space heating, and 
controlling the addition of large-volume 


consumers in all states east of the Mis- 
sissippi river, except Mississippi, Louisi- 
ana, Iowa, Missouri, Nebraska, Minne- 
sota, and South Dakota. 

Owen said the commission feels that 
the action was “hasty” in regard to Ala- 
bama. He said “they should have investi- 
gated the situation in Alabama before 
limiting use of the fuel.” The commission 
contends that there is no need to limit 
any use of natural gas in Alabama be- 
cause present facilities furnish an ade- 
quate supply for the state’s needs. 


California 


Union and CIO Split 


‘Loa approval of public ownership 
of hydroelectric potentials was ac- 
corded by a convention of the California 
Industrial Union Council, CIO, recently, 
despite opposition from the Utility Work- 
ers Union. This latter group opposed the 
thesis on the ground that publicly owned 
utilities were under no compulsion to 
bargain with labor organizations. 

The Utility Workers’ delegation aimed 
criticism especially at a paragraph in a 


long resolution dealing with conservation 
of natural resources, which read, in part: 


An orderly development of our 
hydroelectric power potentials under 
public auspices in line with Tennessee 
Valley Authority principles, havi 
due regard for all other values affected, 
is a fundamental necessity, whether 
for peace or war. 


The Utility Workers declared they 
could not agree that “all principles of 
TVA are good for labor unions.” 


District of Columbia 


Petitions PUC for Rate Increase 
t= Capital Transit Company late 

last month asked the District of Co- 
lumbia Public Utilities Commission to 
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grant fare increases effective August 
19th. The company asked that (1) 
tokens, now sold three for 40 cents, be 
eliminated; (2) the weekly pass be in- 
AUG. 16, 1951 





PUBLIC UTILITIES FORTNIGHTLY 


creased from $2 to $2.25; and (3) the 
straight cash fare remain at 15 cents as 
it is now. 

The 3-cent fare for school children, 
fixed by act of Congress since 1931, is 
unaffected by the request. The company 
has indi¢ated it would like an upward ad- 
justment, however. 

Pending before the Senate District 
Committee is a bill that would give the 


commission power to set the school fare. 

The petition to the commission said 
operating expenses are expected to jump 
$2,000,000 in the coming year. The fare 
increases asked would bring in an addi- 
tional $675,000 annually. 

The petition stated that the company 
was entitled to a return for the fiscal year 
ending June 30, 1952, of not less than 
$1,885,000. 


Illinois 


Coal Purchase Bill Becomes Law 


OVERNOR Stevenson last month per- 
mitted to become law without sig- 
nature a series of bills requiring that local 
governments and state agencies buy coal 
from Illinois mines unless the price is 
more than 10 per cent above the cost of 
fuel from out-of-state sources. 

Representative Horsley (Republican, 
Springfield) was chief sponsor of the 
bills, which extend the scope of 1937 and 
1947 laws which required some govern- 
mental agencies to buy IIlinois-mined 
coal, unless the price differential is more 
than 10 per cent. The new laws, which 
became effective as soon as they were 
filed with the secretary of state, cover vir- 
tually all governmental units, including 
the big taxing bodies in Cook county. 

Governor Stevenson, in a statement, 
said he did not like the bills, because they 
restrain interstate trade and might lead 
to retaliation, and expressed the hope that 
the legislature would not extend the price 
differential procedure to other commodi- 
ties than coal. 

The governor at the same time said he 
did not think the Horsley series would 
have “any practical effect.” The refusal 
to veto was interpreted as an effort to re- 
gain favor with coal miners, whose leaders 
had denounced Stevenson for permitting 
a natural gas underground storage bill to 
become law without signature. Legisla- 
tors from coal regions talked about mine 
unemployment when they opposed the 
gas storage bill and supported the coal 
purchase bill. 
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CTA Adopts Fare Rate 
Boost 


TEMPORARY ordinance increasing 

fares to 17 cents on the surface lines 
and 18 cents on the elevated-subway sys- 
tem was adopted last month by the Chi- 
cago Transit Authority. The higher fares, 
amounting to a 2-cent boost for surface 
and one cent for the “L,” became effec- 
tive August Ist. 

The CTA board also voted other 
changes in the fare structure. Among 
them were an increase to 25 cents in the 
fare between Chicago and three northern 
suburbs and three suburbs to the west; 
a raise of 2 cents in an intersuburban 
fare (the new fare will be 17 cents) ; and 
a boost of one cent in the children’s fare 
for the “middle” or Chicago zone. 

In establishing an interim fare sched- 
ule, the board took no action on 2 pro- 
posed city-wide weekly pass, priced at 
$2.50, and a proposal for the sale of 
tokens at six for $1, or 16-2/3 cents each. 

Republicans late last month launched a 
drive for 500,000 signatures on petitions 
to put before voters in the November 4, 
1952, election the question of whether the 
CTA is to remain its own boss. 

If the matter gets on the ballot, voters 
will be asked whether state laws should 
be changed to provide for state commis- 
sion or court review of CTA orders hik- 
ing fares or cutting service, Under pres- 
ent law the CTA is not subject to any 
other authority. 

A favorable vote in the public opinion 
poll would be advisory to the general as- 
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sembly, which this year refused to pass 
a bill providing for the same sort of re- 
view of CTA proposals. 

Republican leaders were said to ex- 
pect civic organizations to join in the ef- 
fort to meet the stiff legal requirement 
that 25 per cent of the registered voters 
sign the petitions. 


Gas Heating Authorized 


UTHORITY to offer gas for residential 
A heating to the top 30,000 of the 
115,000 applicants on its Chicago waiting 
list was granted the Peoples Gas Light & 
Coke Company recently by the state com- 
merce commission. The first 10,000 
homes will be served early this fall, ac- 
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cording to company plans, and the 20,000 
others by early 1952 after completion of 
the natural gas pipeline from Texas to 
Chicago. 

The threat of the Petroleum Adminis- 
tration for Defense in Washington to 
curtail use of gas heat as a defense meas- 
ure hangs over the offer. Peoples Gas 
said if PAD issued such an order it 
would be asked to make Chicago an ex- 
ception. The company contends gas re- 
quirements of defense plants would not 
be affected. 

Public Service Company of Northern 
Illinois reported it expects to add 10,000 
residential gas heating customers by the 
end of the year from its waiting list of 
90,000. 


. 
New York 


State-Ontario Power Plan 
Pushed 


OHN E, Burton, chairman of the New 
York State Power Authority, said re- 
cently that the state planned immediately 
to renew its drive for Federal permission 
to develop jointly with the Province of 
Ontario the hydroelectric resources of the 
St. Lawrence river. 

He said that action of the House Pub- 
lic Works Committee in killing legisla- 
tion for development of the St. Lawrence 
seaway and power projects “opens the 
way for the State Power Authority to re- 
turn to earlier courses of action to secure 
approval of the New York-Ontario 
power plan.” 

The state agency, he said, would push 
its court action to obtain a license for the 
power project. The action was started 
against the Federal Power Commission 
in the United States Circuit Court of Ap- 
peals, but was not pressed while the sea- 
way-power bill was under consideration 
in Congress. 


Home Submetering Banned 
ESIDENTIAL submetering of electricity 
from the Consolidated Edison Com- 
pany in New York will be ended August 
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31st, the state public service commission 
ruled recently. At the same time, limita- 
tions were announced on industrial and 
commercial submetering, effective July 
31st. 

This action affirmed a ruling made last 
December on a request by Consolidated. 
The company then offered submeterers 
the alternative of including electricity 
charges in the rent, necessitating ap- 
proval of the State Housing Authority, 
or of discontinuing the service and per- 
mitting regular metering. Under last De- 
cember’s order, residential submetering 
was to end June 30th, but subsequent 
hearings advanced the date. 

There are about 250 residential sub- 
meterers in New York city, serving be- 
tween 45,000 and 50,000 tenants. Last 
month’s ruling applies to residents of 
Manhattan and the Bronx, the practice 
having been abolished in the other bor- 
ough in 1928. 


Commission Reports Rate Rises 
<< utility rates in New York state 

increased $29,386,000 in 1950, the 
smallest total increase since 1948, when 
the cost of utility service went up by near- 
ly $43,000,000, according to the annual 
report of the state public service commis- 
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sion, which was issued late last month. 
Rate increases in the year, the report 
showed, amounted to $31,045,000 and 
decreases amounted to $1,658,500. The 
net increase in 1949 was more than $31,- 
000,000. Of the increases in 1950, an esti- 
mated $23,500,000 was for telephone 
service, with the New York Telephone 
Company accounting for $22,500,000. 
Rates for gas were decreased by al- 
most $1,000,000. The increase for this 
type of service amounted to less than 
$114,000 in the year. A decrease in rates 
for electric service is noted in the report, 
with reductions amounting to $550,000 
an increase of about $326,000. In 1950, 


bus companies in most parts of the state 
were in precarious financial condition 
due to rising operating costs and the com- 
mission authorized increases totaling $4,- 
400,000. 

The report reviews the history of util- 
ity rates in recent years and notes that 
up to 1947 the cost of regulated public 
utility services in New York state | 
behind other prices, but that by 1947 the 
utilities no longer could absorb the in- 
creasing costs of materials and labor and 
the mounting taxes, especially Federal in- 
come taxes, and increases had to be al- 
lowed to enable the companies to con- 
tinue to provide adequate service, 


Virginia 


Gas Rate Cut Ordered 


N state corporation commission in- 
sistance, the Virginia Gas Distri- 
bution Corporation will reduce gas bills 
for home owners by 8 per cent to almost 
10 per cent beginning with August 2nd 
meter readings. 

After accounting checks, the commis- 
sion decided the firm, a subsidiary of the 
Columbia Gas System, was making too 
much money and ought to cut its annual 
revenues by $105,000. 

The firm provides natural gas for 
Waynesboro, Covington, Clifton Forge, 


Buena Vista, Staunton, Herndon, Stand- 
ardsville, Culpeper, Warrenton, Manas- 
sas, and Quantico. 

The commission several weeks ago 
turned down a request by the same com- 
pany to freeze natural gas connections to 
new space-heating installations and con- 
versions from other fuels. 

The new rates provide a minimum 
charge of $1 for up to 600 cubic feet a 
month, 67 cents a thousand for the next 
4,400 cubic feet, 65 cents a thousand for 
the next 95,000 cubic feet, and 60 cents 
a thousand for all over 100,000 cubic feet. 


* 
Washington 


Tacoma Raps Dam Denial 


Eig Commissioner C. A. Erdahl 
recently said denial of Tacoma’s 
Cowlitz dam project was a move toward 
“Federal domination” of power re- 
sources. 

Federal Power Commission Examiner 
William J. Costello ruled adversely on 
the proposed $135,000,000 hydroelectric 
project last month. 

Erdahl’s statement appeared as he and 
Tacoma city light heads met with As- 
sistant Corporation Counsel Barline to 
plan action to combat Costello’s ruling. 

The statement said in part: 
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If the Federal government could 
guarantee us all the power we need for 
this and succeeding winters, I would 
say that perhaps we could then afford 
to yield our municipal rights to the 
apparent goal of Federal domination. 

But it may be years before Bonne- 
ville or any other Federal agency can 
deliver the power we need. Mean- 
while we must fight for our own proj- 
ects and for as m:ich Federal power as 
is available. 


Costello’s ruling said Tacoma had not 
made adequate plans to protect the Cow- 
litz river fish runs. 
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Federal Power Commission Has Jurisdiction over Out-of-state 
Energy Notwithstanding Voltage Change 


A= company which was receiving 
a substantial part of its electric 
energy from out-of-state points for sale 
to wholesale customers was found by the 
Federal Power Commission to be within 
its jurisdiction. 

Two changes in the condition of the 
electric energy before resale to the 
wholesale customers did not affect its 
interstate character. The first of these 
was the commingling of out-of-state 
energy with energy of in-state origin. 
The second was the stepping down of 
the voltage before delivery to customers. 
On this latter point the commission spe- 
cifically overruled contentions that the 
change in the voltage resulted in the 
production of a new and different cur- 
rent and that it amounted to a breaking 
of the “original package.” 

The power company also claimed that 
its 33-kilovolt and 66-kilovolt facilities 
were used in local distribution and, there- 
fore, were expressly excluded from the 
commission’s jurisdiction by § 201(b) of 
the Federal Power Act. The commission 
dismissed this claim, pointing out that 
“nothing in the act makes our jurisdic- 
tion under Part II over sales of electric 
energy dependent upon the nature of the 
facilities involved in effecting the sale.” 

Even assuming that the nature of the 
facilities is relevant, the commission con- 
tinued, the contention would not stand. 
The facilities involved constitute the 
transmission backbone of the entire sys- 
tem and “by no stretch of the imagina- 
tion” could it be said that they were 
merely local distribution facilities. 

The case had been brought to the com- 
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mission’s attention when the company 
filed with a state commission supple- 
ments to its rate schedule which removed 
a limitation on the operation of its fuel 
adjustment clause and resulted in a rate 
increase. The company contended that 
the “freeze” in the coal factor at 15 cents 
per kilowatt hour which it had worked 
out with the state commission had never 
been filed with the Federal commission 
even when it was given effect in billings 
to wholesale customers several months 
later. Consequently, it argued, the new 
rates without the “freeze” were only a 
“technical deviation” from the filed rates. 

The commission rejected the com- 
pany’s contention. It pointed out that 
when schedules filed in 1946 did not in- 
clude the freeze, it had asked the com- 
pany about the matter and had been told 
that the “company is not desirous of 
filing the temporary arrangement in the 
form of amendments to the special agree- 
ments.” 

At that time the commission included 
the limitation on the fuel clause as part 
of the rate. It had to act in this manner 
under its obligation to have available for 
public inspection “full and complete rate 
schedules clearly and specifically setting 
forth all rates and charges for any trans- 
mission or sale of electric energy.” Con- 
sequently, the elimination of the freeze 
was an upward change in the legally 
filed rate without commission approval. 

In merely ordering the company to 
establish a reserve out of which repara- 
tion could be made and to cease charging 
the new rates, the commission observed 
that no penalties would be enacted in 
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view of the company’s agreement with would be made. Re Wisconsin Michigan 
wholesale customers and assurance to Power Co. Docket No. E-6268, Opinion 


the commission that appropriate refunds 


e 


No. 213, June 1, 1951. 


Utilities Alone Cannot Hold Line against Inflation 


E New York commission, in au- 
thorizing an increase in electric 
rates, observed that despite the tremen- 
dous increase in the cost of almost all 
other commodities, electricity has until 
recently resisted that universal trend. 
Within the past few weeks, however, said 
the commission, Tennessee Valley Au- 
thority (relieved from the payment of 
Federal income taxes which absorb al- 
most half the net income of electric com- 
panies) had increased the cost of power 
to its consumers by 15 per cent. The 
commission then said: 


This commission heartily endorses 
any consistent methods of combating 
inflation. Public utility rates, however, 
cannot alone remain unchanged and 


unaffected in an otherwise swiftly 
changing economic world. Public utili- 
ties buy materials and employ labor. 
Eventually, an apparently endless pro- 
cession of increases in the costs of 
goods and services purchased by utili- 
ties, augmented by constant increases 
in taxation, must find expression in 
higher prices for their products and 


services, If efforts to halt inflation are 
to prove successful, the anti-inflation 
battle line must be held throughout its 
entire length. A regulatory agency op- 
erating in a single field cannot hold 
firm when at other points the line 
crumbles and collapses. 


A return of 6 per cent was allowed. 
The commission said that the question 
was what rate of return investors de- 
manded for the quality of security to be 
offered for sale. Company stock had been 
selling upon a yield basis of a minor frac- 
tion under 7 per cent. The company, said 
the commission, must be permitted a 
sufficient net income to continue that 
yield with a fair margin of safety. 

Although the company based its claims 
in part on an assumption that there 
would be an increase in the Federal in- 
come tax rate to 55 per cent, the com- 
mission said that no increase could be 
granted predicated upon the assumption 
of an event that may or may not happen. 
Re Rochester Gas & E. Corp. Case 
15312, July 9, 1951. 


a 


Conditional Sales Contracts Are Subject to Statute 
Regulating Security Issues 


Ci. New York Supreme Court, Ap- 
pellate Division, ruled that a con- 
ditional sales contract issued by an 
omnibus company to secure part of the 
purchase price of busses is subject to the 
state law requiring authorization of the 
commission for such a company to issue 
“stocks, bonds, or other evidence of in- 
debtedness.” The court said: 


It is conceded that the amount and 
terms would otherwise bring this con- 
ditional sales contract within the 
statute, but it is the first contention 
of the defendant that a conditional 


sales contract is not an “other evidence 
of indebtedness” within the meaning 
of the Public Service Law. The de- 
fendant would interpret those words 
to mean “other such,” or “other simi- 
lar” evidence of indebtedness, and con- 
fine the regulation to “securities” of 
the usual negotiable type. The legisla- 
ture, however, did not say that. Nor 
has the legislature changed the lan- 
guage during the twenty years the law 
has been operative. The law has been 
interpreted consistently by its adminis- 
trators to include conditional sales 
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contracts as to intrastate omnibus cor- 
porations. Unless the statute clearly 
prohibits it, the interpretation uni- 
formly adopted and enforced by the 
agency charged with the administra- 
tion thereof, should be sustained. 

It undoubtedly is the primary pur- 
pose of § 62 to protect investors in 
securities of public utilities, but there 
are other objectives. There is a public 
interest in the possibility of sudden 
repossession of busses, interruption of 
service, and the general financial re- 


e 


sponsibility of a public utility operat- 
ing under a franchise from the state. 


There was held to be no conflict of 
laws although the company operated 
both interstate and intrastate, since the 
Interstate Commerce Commission has 
ruled that a conditional sales contract 
does not come within the provisions of a 
Federal law similar but not identical with 
the state law. People of the State of New 
York v. County Transp. Co., Inc. (NY 
App Div) June 29, 1951. 


Plant for Future Use and Out-of-state Buildings 
Involved in Telephone Rate Case 


72 supreme court of Vermont, on 
appeal by a telephone company from 
commission orders granting increased 
rates in an amount less than requested 
and ordering refunds for the period dur- 
ing which the increases were in effect 
under bond, reversed the orders and re- 
manded the causes to the commission for 
a new hearing. 

On appeal by the state from the same 
orders, claiming particularly that dis- 
crimination resulted from the company’s 
failure to increase rates at borderline ex- 
changes when it increased rates at all 
other exchanges, the commission’s action 
in refusing to order refunds of all in- 
creases was upheld. 

The commission’s exclusion of plant 
under construction from the rate base 
was upheld, since the company capital- 
ized interest during construction. It was 
the accounting practice of the company 
to credit interest charged to construction 
in its revenue account, The court found 
that the commission had properly de- 
cided that to include such plant in the 
rate base and to permit the company to 
charge interest during construction which 
it capitalized would result in a double 
return. 

The court also held that land pur- 
chased as proposed sites for future cen- 
tral offices was properly excluded from 
the rate base, since the time for use of 
such land was too remote. It observed 
that when such land is used for central 


office purposes it may be put into the 
rate base at original cost plus carrying 
charges, provided that cost does not ex- 
ceed what it would then cost to obtain it. 

The commission was held to have 
erred, however, in excluding the expense 
of buildings in Boston and Springfield, 
Massachusetts, used by the telephone 
company in common for several states. 
The company serves the greater part of 
New England. The matter of the need 
for and the kind of a building to house 
the company’s general offices should be 
judged accordingly, the court said. It 
held that the function of a public service 
commission is that of control and not of 
management, and regulation should not 
obtrude itself into the place of manage- 
ment. 

The court believed that the matter of 
the erection of new plant and buildings 
and of the place where accounting should 
be done called for the exercise of judg- 
ment on the part of management. Al- 
though expenses chargeable to these mat- 
ters should be scrutinized with care, the 
court said, they should not be disallowed 
or reduced unless it clearly appears that 
they are excessive or unwarranted or in- 
curred in bad faith. 

The commission’s requirement of re- 
funds for the period during which the 
full increase was collected under bond 
was held fatally defective because the 
commission based its findings upon its 
estimates of lower expenses for the fu- 
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ture rather than on actual expenses dur- 
ing that period. Neither the propriety 
nor the reasonableness of the company’s 
expenditures for that period was ques- 
tioned, and the commission’s lower esti- 
mates were based solely on the assump- 
tion that future expenses would be lower. 
It said that the commission should have 
fixed one rate for such period and an- 
other for the future. 

The court also held that the commis- 
sion was wrong in basing its conclusions 
as to cost of equity capital upon earnings- 
price ratios for a past period with some 
adjustments and disregarding evidence 
of the company’s expert witness that 
under prevailing conditions the stock 


could not be sold unless the return there- 
on was substantially more than 7 per 
cent. A finding by the Massachusetts 
Supreme Judicial Court in a recent case 
involving the same company was cited, 
wherein it was found that a net return 
of less than 8.5 per cent on stock capital 
or less than 6.23 per cent on both stock 
and debt capital was below the level 
where confiscation begins. That court 
had also found that the company was en- 
titled to a like return upon its reinvested 
surplus. The Vermont court stated that 
nothing in the Massachusetts court’s 
opinion conflicted with its holdings in a 
former telephone rate case. Re New Eng- 
land Teleph. & Teleg. Co. 80 A2d 671. 


e 
Rate Order Must Be Supported by Findings 


Ta supreme court of New Jersey 
set aside an order of the board of 
public utility commissioners increasing 
railroad fares on the ground that the 
board had not made necessary findings 
as to rate base, expenses, and rate of re- 
turn. 

It was said to be the obligation of 
a railroad to carry the burden of proof, 
both on its application for higher rates 


and in a proceeding on rehearing in- 
stituted by the board. 

The court on review, it was held, is 
required to consider the evidence and re- 
solve for itself the issue of reasonable- 
ness. Findings of fact by the board are 
essential in rate cases and may not be 
— by implication. Central R. Co. 
of New Jersey v. Department of Public 
Utilities No. A-88, 81 A2d 162. 


2 


Commission Has Power to Authorize Further Rate 
Increase on Application for Rehearing 


pe fixed by the Michigan commis- 
sion are always subject to revision. 
The commission retains continuing juris- 
diction. The commission also has power 
to grant rehearings and to alter, amend, 
or modify its findings and orders, The 
supreme court of Michigan, referring to 
such statutory powers, reversed a lower 
court decision that the commission could 
not authorize a further rate increase in 
a proceeding on application by the com- 
pany for rehearing on an order which 
had approved a rate increase. 

The commission had granted part of 
the increase requested by the company 
and approved rates filed in accordance 
with the commission order. The company 
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had asked a rehearing and approval of a 
further increase based in part at least 
upon facts and circumstances arising 
subsequent to the conclusion of the 
original hearing. Rehearing was granted 
and a further increase approved. 

Cities objecting to this action con- 
tended that the company could not both 
accept the benefits of the earlier rate or- 
der and obtain a rehearing thereon. They 
argued that the commission’s authority 
in the matter ended with its order ap- 
proving the increased rates. 

The appellate court said that it would 
have been competent for the commission 
to have entertained a new rate case based 
on facts and circumstances arising after 
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the previous hearing. This could have 
occasioned the public representatives no 
cause for complaint, provided they were 
given due notice and opportunity to be 
heard. 

Inasmuch as express statutory au- 
thority existed for the granting of re- 
hearings, no cogent reason appeared for 


holding that the commission might not 
thus accomplish that which it had un- 
doubted authority to do upon the filing 
of an application for rate increases by 
entertaining and treating the same as a 
new rate case. Lansing et al. v. Michigan 
Pub. Service Commission et al. 48 NW2d 
133. 


e 
Offer to Pay Unscheduled Rate to Get Extension Rejected 


COMPLAINT by residents of a com- 

munity that a water company had 
wrongfully refused to supply them with 
proper service and had refused to extend 
its facilities and service to their proper- 
ties was dismissed by the Pennsylvania 
commission upon a finding that prospec- 
tive additional revenues would yield a 
return of less than 2 per cent on the ad- 
ditional investment. A public utility, the 
commission said, cannot be reasonably 
required to make an outlay of capital 
where it is evident that present and fu- 
ture resulting additional revenues will 


fall far short of providing a reasonable 
return on the utility’s additional in- 
vestment. 

An offer by the prospective customers 
to pay such rates as would guarantee the 
company a reasonable return for the pro- 
posed extension, until such time as the 
company could apply for an increase in 
its general rate structure, was held to be 
unacceptable because the company can 
charge only those rates contained in its 
filed and effective tariff. Meyer et al. v. 
Heidelberg Township Water Co. Com- 
plaint Docket No. 14688, June 25, 1951. 


z 


Railroad’s Share of Cost of Construction of Protection Devices 
At Crossing Dependent upon Federal Aid 


Bp the Missouri statutes, the Fed- 
eral Highway Act of 1944, and the 
General Administration Memorandum 
of the Bureau of Public Roads, if Federal 
funds are used to provide grade-crossing 
protection, a railroad may not be assessed 
more than 10 per cent of the cost of 
construction, and any greater proportion 
paid by the railroad must be on a purely 
voluntary basis, said the Missouri com- 
mission. 

In the future, the state commission 
held, an application by the State High- 
way Commission for an order requiring 
additional protection and to apportion 


the cost therefor must state whether or 
not Federal funds are to be used, because 
an order requiring the railroad to pay 
more than 10 per cent, if Federal funds 
are to be used, would be unlawful. 

Because it was not clear in this case 
whether Federal funds were to be used, 
the commission provided an alternative 
order so that the railroad would be 
obligated for 10 per cent of the cost of 
construction if Federal funds were used 
or 50 per cent of such cost if state funds 
were used. State Highway Commission 
et al. v. St. Louis-San Francisco R. Co. 
Case No. 11,914, May 22, 1951. 


e 


No Guaranty of Rate Increase Prior to Rehabilitation 


HE Missouri commission directed a 
small telephone company to improve 
the quality of its service after several 
complaints had been received that the 


company had not complied with a previ- 
ous commission order. that it “completely 
rehabilitate” its service. 

The owner of the telephone company 
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contended that the order was indefinite 
and uncertain. The commission observed 
that he had been in the telephone busi- 
ness for many years and should know his 
obligation to serve the public. The term 
“rehabilitate” should not have confused 
him. 

When used in reference to a tele- 
phone system it means to put and keep 
the plant in such a good condition that 
it will be capable of rendering good and 
adequate service. It does not mean that 
the present plant will be entirely rebuilt 
out of new materials, 


A suggestion of the company’s owner 
that he should be given a rate increase 
to give him the borrowing power to raise 
the money to improve his plant was not 
entertained. It was described as “most 
unusual.” 

A utility must perform its public sery- 
ice without any advance guaranty of in- 
creased rates from the commission. The 
commission commented that the public 
should not be obliged to suffer much 
longer from the owner’s neglect of his 
system. Gooch et al. v. Doniphan Teleph. 
Co. Case No. 11,877, April 4, 1951. 


e 


Company Required to Pay for Relocation of Poles 
At Request of Housing Authority 


A DISPUTE between an electric com- 
pany and a housing authority as to 
who should pay the cost of removing the 
company’s poles and wires from streets 
within the housing project to other 
streets within the same municipality was 
resolved by the Pennsylvania commis- 
sion in favor of the Harrisburg Housing 
Authority. 

The company had conceded that the 
other streets were satisfactory for its 
purposes and could be used without cost. 
Under such circumstances the munici- 


= 


pality could not be said to have abrogated 
the company’s right to maintain its facili- 
ties in the public streets. 

The company was not entitled to re- 
cover the cost of moving its facilities, 
since the consent ordinances permitting 
it to use the streets for its equipment con- 
ferred no franchise but merely authorized 
the use of a street subject to further 
municipal regulation. Harrisburg Hous- 
ing Authority v. Pennsylvania Power & 
Light Co. Complaint Docket No. 15189, 
June 25, 1951. 


Other Important Rulings 


HE United States Court of Appeals 

held that rate tariffs prescribed by 
a state commission are included within 
the meaning of “rules,” as that term ap- 
pears and is defined by statute, and fail- 
ure of the commission to file such tariffs, 
as set forth in statute, with the secretary 
of state, renders them invalid. Mogis v. 
Lyman-Richey Sand & Gravel Corp. 
189 F2d 130. 


The United States Court of Appeals 
held that an engineer on a ferryboat and 
a dentist from a municipality were not 
such parties in interest as could maintain 
an injunction restraining a railroad from 
abandoning ferryboat passenger services 
between municipalities within a state, as 
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authorized by the state commission but 
without authorization of the Interstate 
Commerce Commission. Johnson et al. 
v. Chesapeake & O. Railway Co. 188 
F2d 458. 


The superior court of New Jersey held 
that a railroad, when it accepts the 
privileges and franchises granted by the 
state, must be deemed to have taken into 
account the expenses that would be in- 
curred in installing and maintaining 
warning signals, if found to be reason- 
ably necessary for the operations of the 
railroad at highway crossings, and that 
such expense must be regarded as inci- 
dental to the exercise of the police power 
of the state. Penntyloonia-healing Sea- 
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shore Lines v. Public Utility Commis- 
sioners, 81 A2d 28. 


The Missouri commission, in a pro- 
ceeding to compel a railroad to restore 
trains to a daily-except-Sunday rather 
than triweekly service, authorized the 
railroad to discontinue such service alto- 
gether upon a finding that public con- 
venience and necessity did not require 
the service, but upon the condition that 
provision be made for other trains to 
make additional stops along the road. 
Re Chicago, M. St. P. & P. R. Co. 
Case. No. 11,907, April 30, 1951. 


The supreme court of North Dakota, 
in reviewing a motor carrier certificate 
proceeding, held that the amended stat- 
ute, providing that the commission pre- 
vent unjust discrimination or preference 
between common motor carriers and 
between such carriers and competing 
railroads and giving the commission the 
power to require the co-ordination of 
motor service and schedules of such car- 
riers with rail service, indicates a legis- 
lative intent to relax restrictions against 
competitive motor carrier transportation 
service, but does not mean that the com- 
mission may permit motor carriers to 
enter into unrestricted competition with 
existing transportation facilities. Re 
Hvidsten, 48 NW2d 26. 


The Wisconsin commission authorized 
the establishment of a minimum bill for 
air conditioning, refrigeration, and other 
seasonal customers, whose consumption 
during the summer peak season exceeds 
twice the average monthly use during the 
remainder of the 12-month period, on the 
ground that special treatment has to be 
given the water during the summer 
months and such customers would not 
pay their full share because rates for 
general service are predicated on a nor- 
mal annual use basis, with the result that 
the higher variable costs associated dur- 
ing summer would exceed the average 
= Re Appleton, 2-U-3303, June 22, 


The Wisconsin commission held that 
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proposed telephone rate increases that 
would yield a return of 6.6 per cent were 
reasonable in view of the fact that the 
need for metalizing rural circuits 
would require borrowing of additional 
funds. Re La Valle Teleph. Co. 2-U- 
3536, June 27, 1951. 


The North Carolina commission held 
that a proposed telephone rate increase 
that would earn a return of approxi- 
mately 6.50 per cent to 6.75 per cent was 
fully justified. Re Durham Teleph. Co. 
Docket No. P-19, Sub 3, June 20, 1951. 


The Maine commission held that it is 
not the rule that an allowance for work- 
ing funds is never proper in the rate base 
of a water utility whose rates are pay- 
able in advance, but that such an allow- 
ance should not be made unless satis- 
factory proof is offered of the necessity 
therefor. Re Wilton Water Co. FC 
#1366, March 23, 1951. 


The Pennsylvania commission held 
that a petition for reopening of a pro- 
ceeding, which is essentially a rehearing 
of the case, must be denied if the petition 
is not filed within fifteen days after serv- 
ice of the order. Re Meadville City Lines, 
Inc. Application Docket No. 69386, 
Folder 4, June 25, 1951. 


The Massachusetts Department of 
Public Utilities held that a railroad 
should run a certain amount of passenger 
service, even at a loss, if freight opera- 
tions are profitable, but if losses on 
passenger train service are dispropor- 
tionate, the railroad is justified in en- 
deavoring to reduce them as much as 
possible. Board of Aldermen et al. v. 
Boston & Maine Railroad, DPU 9270, 
July 11, 1951. 


The supreme court of Utah held that 
a commission order granting a railroad 
authority to cross the tracks of another 
railroad was not an order granting the 
right to enter upon, use, and occupy 
property without just compensation in 
violation of state and Federal constitu- 
tions, because rights of way or ease- 
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ments, which the railroad must obtain in 
order to take advantage of the permission 
granted, must be obtained either by pur- 
chase, condemnation, or by other appro- 
priate proceedings before the proper 
tribunal, and the commission is not pro- 
hibited from performing its statutory 
duty of deciding questions preliminary to 
the final acquisition. Denver & Rio 
Grande Western R. Co. v. Public Service 
Commission et al. 230 P2d 557. 


The Wisconsin commission, after 
hearing the complaint of a number of 
telephone subscribers against their pres- 
ent service and their request for service 
from another company, gave the existing 
company sixty days to make its service 
adequate and retained jurisdiction over 
the matter for further action; and the 
commission said that if the company 
failed to improve its service, it would be 
considered to have abandoned the terri- 
tory. White et al. v. Wisconsin Teleph. 
Co. et al. 2-U-3495, July 3, 1951. 


The Colorado commission refused to 
approve the transfer of a motor carrier 


certificate while a dispute existed as to 
whether the present holder or a previous 
operator was liable for certain obliga- 
tions, and the commission indicated that 
it would continue to withhold approval 
of the transfer until the obligations had 
been paid or until a determination had 
been made by a court of competent juris. 
diction that the present certificate holders 
were not liable for the indebtedness. Re 
Cowan (Cowan Coal & Feed Yard), 
Application No. 11164-Transfer, Deci- 
sion No. 37010, July 2, 1951. 


A motor carrier’s application for au- 
thority to conduct local operations over 
some of the routes which it had been 
authorized by the Interstate Commerce 
Commission to serve was denied by the 
Maryland commission where the new 
service would have an adverse effect on 
existing transportation in the area and 
in fact would increase the loss of the car- 
rier already serving the territory, and 
where it was not shown to be in a strong 
financial position. Re Oriole Motor Coach 
Lines, Case No. 5173, Order No. 484335, 
May 29, 1951. 
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VIRGINIA SUPREME COURT OF APPEALS 


City of Norfolk et al. 


Chesapeake & Teiceane Telephone 


Company of Virginia 


— Va —, 64 SE2d 772 
May 7, 1951 
PPEAL from Commission order granting telephone rate in- 
A crease; affirmed. For Commission decisions, see (1950) 
83 PUR NS 61 and (1950) 85 PUR NS 435. 


§ 2 — Nature of rate making — Legislative function. 


1. The Commission exercises a legislative function in performing the duties 
of promulgating and establishing reasonable and just rates and charges for 
transportation and transmission companies, p. 37. 


Return, § 21 — Commission discretion — Confiscation — Reasonableness. 


2. There is a reasonably wide area in which the Commission is empowered 
to exercise its legislative discretion in fixing rates within the limits of what 
is confiscatory to the utility on the one side and exorbitant as against the 
public on the other, and thus definitely unfair and unjust to the consumers, 
p. 38. 


Appeal and review, § 48 — Scope of judicial review of Commission rate order — 


Rates, 


Substitution of court order for Commission order. 
3. The court, upon appeal from an order of the Commission fixing rates 
for a transmission or a transportation company, in the first instance judi- 
cially reviews the proceeding and is empowered to substitute its order 
for that of the Commission only if, upon such purely judicial examination, 
error of law is found in the record, p. 38. 


§ 124 — Determination of proper rate — Factors considered. 

4. The Commission, upon undertaking to fix rates for a telephone company, 
must necessarily ascertain (a) the value of property used and useful in 
the rendition of intrastate service, (b) annual gross revenues, (c) annual 
operating expenses, and (d) the percentage rate of return at which the 
utility will have a reasonable opportunity to earn a fair and just return on 
its investment, p. 39. 


§ 650 — Commission decision — Telephone rate increase — Sufficiency of 
evidence. 

5. So long as the evidence received and acted upon by the Commission in 

hearing an application by a telephone company for a rate increase is sub- 

stantial and is of such character and weight as to enable it to ascertain and 

fix fair rates and charges, the Commission will not be said to have abused 

its discretion, p. 39. 
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Appeal and Review, § 19 — Scope of review — Assignment of error — Reproduc- 
tion cost evidence. 

6. The court is not required to, and will not, decide whether or not eyj- 
dence as to the reproduction cost of property should have been accorded 
weight in the final determination of the rate base in a telephone rate pro- 
ceeding, where the company does not assign any cross-error to the refusal 
of the state Commission hearing the case to give weight to such evidence. 
p. 39. 


Valuation, § 213 — Rate base — Telephone plant under construction — Property 
held for future use. ’ 
7. It is proper for the Commission to include money invested in telephone 
plant under construction and the value of real property held for future 
use in the rate base of a telephone company making application for a rate 
increase, where the Commission is employing the net original cost invest- 

ment theory of valuation, p. 42. 


Valuation, § 300 — Materials and supplies. 


8. It is proper to include materials and supplies in the rate base of a tele- 
phone utility, p. 42. 


Valuation, § 293 — Working capital allowance — Payment for services — Tele- 
phone company. 

9. A working capital allowance equal to twenty days’ operating expenses 
was considered reasonable for a telephone company, notwithstanding the 
company’s allegation that it was entitled to the thirty days’ operating ex- 
penses which had been allowed in other proceedings, where the lag between 
the rendition of service and the payment of bills was only twenty days, 
p. 43. 

Apportionment, § 7 — Separation of telephone properties — Separations Manual. 
10. No error was found in the record of a telephone rate proceeding be- 
cause the Commission adopted the method of procedure in separations pre- 
scribed in the NARUC Separations Manual, p. 43. 

Expenses, § 3 — Commission function — Powers of management. 

11. The Commission, in passing upon the reasonableness and allowability 
of items claimed to be operating expenses, may not assume the duties or 
usurp the powers of management, p. 47. 

Expenses, § 69 — Maintenance expense — Abnormal conditions. 

12. No error was found in the allowance of approximately half a million 
dollars for maintenance expenses in a telephone company’s operating expense 
account, notwithstanding the fact that it was in large part due to abnormal 
conditions brought about by a heavy construction program, where it appeared 
that the construction program would be underway at least for another 2-to 3- 
year period, p. 47. 

Expenses, § 49 — Pension plan for employees. 

13. A telephone company’s plan for employees’ pensions which involves 
actuarial accruals for payment of future pensions will be approved where 
the record indicates that the company’s management, in the exercise of its 
judgment, adopted such plan and that no abuse of discretion is apparent, 


p. 48 
Expenses, § 87 — License contract payments to parent telephone company. 

14. No error was found in the Commission’s approval of license contract 
89 PUR NS 34 
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payments by a telephone company to its parent, based upon one per cent 
of its gross revenues, p. 49. 


Expenses, § 89 — Reproduction cost studies — Allowance as operating expense. 
15. Expenditures made by a telephone company in making studies and 
assembling data to show what it would cost to reproduce its plant and 
property at the present time for use in a rate proceeding will be allowed 
as an operating expense notwithstanding a claim that such expenditures 
are nonrecurring, where the whole sum represents salaries and expenses of 
regular company employees assigned to do this work who would have to be 
paid for their services even if they were assigned to some other work, p. 50. 

Expenses, § 85 — Materials and supplies — Purchases from affiliate. 

16. Expenditures made by a telephone company in purchasing equipment 
from an affiliated supplier will be allowed when no evidence is offered 
that the supplier’s profit margin is excessive or that its prices are higher 
than competing telephone supply companies, p. 51. 

Return, § 24 — Adequacy of return — Dividend payment — Telephones. 

17. A telephone company’s rate of return on its rate base must be such as 
to pay interest on its debt and afford reasonable assurance to investors 
that the utility under prudent management will be able to meet the economic 
obligation to pay reasonable dividends, p. 51. 

Appeal and review, § 48 — Commission order fixing telephone rate — Scope of 

review. 


18. The court will not reverse a Commission order fixing telephone rates 
and refusing to order a change in the coin box rate where no abuse of ad- 
ministrative discretion is apparent, since the court may not substitute its 
judgment for that of the Commission unless the Commission has definitely 
and clearly abused its discretion, p. 53. 


Valuation, § 30 — Cost bases generally. 
Discussion of the weight to be given to original cost, reproduction cost 
piecemeal, and reproduction cost wholesale methods of arriving at the fair 
value of telephone property, p. 39. 

Apportionment, § 7 — Separation of telephone properties. 
Discussion of various objections to the adoption of the procedures outlined 
in the NARUC Separations Manual for separating interstate and intrastate 
property, revenues, and expenses of a telephone company, p. 45. 

Return, § 41 — Parent company’s debt ratio as affecting utility return. 


Discussion of the question whether, in arriving at a proper return for an 
operating telephone company which obtains all its capital from the parent 
company, the parent company’s ratio of debt to equity obligation should be 
considered, p. 52. 


> 
APPEARANCES: Morton L. Wal- C., George D. Gibson, John W. Riely, 
lerstein, Richmond, for appellants; Richmond, for appellee. 
T. Justin Moore, William H. King, Before Hudgins, CJ., and Eggle- 
Richmond, William G. Gassaway, ston, Spratley, Buchanan, Miller and 
John T. Quisenberry, Washington, D. Smith, JJ. 
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VIRGINIA SUPREME COURT OF APPEALS 


MILLER, J. The Chesapeake and 
Potomac Telephone Company of Vir- 
ginia is a transmission company char- 
tered and organized under our state 
laws. It owns and operates telephone 
lines and exchanges over a large area 
of Virginia, and through its properties, 
equipment, and connections, furnishes 
exchange and toll service within and 
without this state. It will be herein- 
after called the company or appellee. 

Under the provisions of § 156 of 
the Constitution of Virginia and Title 
56, Chapters 10 and 15 of the Code of 
1950, the State Corporation Commis- 
sion, hereinafter called the Commis- 
sion, is empowered, authorized, and 
required to fix and regulate the com- 
pany’s rates and charges for intrastate 
service. 

On April 14, 1949, the company 
filed with the Commission its applica- 
tion for approval of a revised schedule 
of rates and charges which it sought to 
make operative in this state on May 
10, 1949. Calculated upon its busi- 
ness volume obtaining as of the date 
of application, an increase of $2,300,- 
000 annual net earnings was sought. 
To obtain that result, exclusive of tax- 
es, an increase of about $4,000,000 in 
annual gross revenue was claimed to be 
necessary. 

Appellee asserted and the record dis- 
closes that since the last rate increase 
was allowed on April 1, 1948, public 
demand for additional, more modern, 
and increased telephone facilities and 
service had been urgent and tremen- 
dous. It had necessitated capital ex- 
penditures by appellee for plant and 
facilities at the rate of about $20,000,- 
000 a year. When this application 
was presented and the hearing had, 
public demand for more telephones 
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was still urgent and unfilled orders for 
installation of thousands of telephones 
still existed which would necessitate 
continued yearly expenditures in capi- 
tal investment of millions of dollars 
for some time to come. Appellee says 
that because of increased price of ma- 
terials, higher wages, and the higher 
over-all costs incurred in the installa- 
tion of thousands of new telephones 
and which will be incurred in the near 
future in meeting the public demand as 
compared with lower material prices, 
wage levels, etc., prevailing in the 
past when part of its phones were in- 
stalled at present rates, each new tele- 
phone earns a smaller part of its cost 
than older phones. Consequently, the 
earnings per present telephone with re- 
lation to the capital invested have been 
materially diminished and to such an 
extent that a fair return may not be 
now had on the invested capital. 

The city of Norfolk, other munici- 
palities, and interested parties, herein- 
after designated the intervenors or ap- 
pellants, appeared, were made parties 
to the cause, and opposed any increase 
in the rates and charges for intrastate 
exchange and toll services. An ex- 
haustive and thorough hearing was 
had. Evidence was heard by the Com- 
mission from time to time between 
June 13, 1949, and January 17, 1950. 
Witnesses on behalf of the company 
and the intervenors testified in detail 
and evidence was given by members of 
the Commission’s staff who had been 
assigned to investigate and study the 
company’s properties, records, ac- 
counts, and manner of conducting its 
business. 

About two months after conclusion 
of the hearing, separate written opin- 
ions were rendered by each of the three 
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Commissioners. [Re Chesapeake & P. 
Teleph. Co. (Va 1950) 85 PUR NS 
435.] The opinions of Commissioners 
Hooker and Catterall disclose that 
they were not in accord upon certain 
minor matters, nor did they employ 
the identical method or theory of eval- 
uating the company’s properties. 
However, in their final conclusions 
they were in accord as to the over-all 
value of appellee’s property upon 
which it was entitled to earn a fair re- 
turn. They found that value to be 
$92,331,063, which figure is commonly 
called the “rate base.” They also 
agreed that a rate of return of approxi- 
mately 6 per cent (5.99 per cent) 
should be allowed upon that rate base. 
Thus, in the final analysis and in the 
practical result reached, they were in 
agreement. 

Commissioner King rendered a dis- 
senting opinion. His finding of fact 
relative to the value of the company’s 
property upon which it was entitled to 
a fair return was $92,000,000. How- 
ever, he concluded that a 54 per cent 
rate of return upon the $92,000,000 
base was sufficient to assure a reason- 
able increase in the company’s income 
and thus, in his opinion, afford an op- 
portunity to obtain a fair return. 

This voluminous record discloses the 
factual findings of the Commission’s 
staff and through the testimony and 
exhibits taken and filed presents in de- 
tail the claims of the respective parties. 
The opinions of the three Commis- 
sioners furnish abundant proof of the 
full, careful, and painstaking consider- 
ation given by them to the evidence and 
to the conflicting contentions and the- 
ories advanced by the parties. 

On the 27th day of March, 1950, 


the Commission’s order was entered, 


83 PUR NS 61. It carried into effect 
the ultimate conclusions of Commis- 
sioners Hooker and Catterall as an- 
nounced in their opinions and made 
operative as of April 1, 1950, an in- 
crease in rates and charges for intra- 
state telephone service so as to effect 
an increase of $2,100,000 in the com- 
pany’s annual net earnings calculated 
on its property value and business vol- 
ume as of September 30, 1949. The 
latter date represented and was the end 
of the last test period in which valua- 
tion and estimate of the company’s 
properties, gross income, cost of op- 
eration, etc., had been submitted to the 
Commission. 

The intervenors appealed from the 
order of March 27, 1950, supra, and 
presented twelve assignments of error. 
There are, however, two fundamental 
assignments relied upon which really 
include the other ten. They are: 

(1) The rate base of $92,331,063, 
is claimed to be too high. They say 
that the final order was erroneous in 
fixing the value of the company’s in- 
trastate property used or useful in the 
rendition of its public service as of 
September 30, 1949, at that figure, 
and contended that it should not have 
exceeded $82,345,566, and 

(2) The rate of return allowed to 
the company of approximately 6 per 
cent (5.99 per cent) upon this rate 
base was exorbitant, and thus so un- 
reasonable and unjust as to be unlaw- 
ful. 

[1] In performing the duties of pro- 
mulgating and establishing reasonable 
and just rates and charges for trans- 
portation and transmission companies, 
the Commission exercises a legislative 
function. That it acts in that capacity, 
as distinguished from judicial, when 
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it exercises its jurisdiction and power 
to prescribe rates and charges for such 
public service corporations is made 
certain by the following language of 
subsection (b) of § 156 of the Consti- 
tution of Virginia: 

“. . . The authority of the Com- 
mission (subject to review on appeal 
as hereinafter provided) to prescribe 
rates, charges, and classifications of 
traffic for transportation and trans- 
mission companies shall be paramount ; 
but its authority to prescribe any other 
rules, regulations, or requirements for 
corporations or other persons shall be 
subject to the superior authority of 
the general assembly to legislate there- 
on by general laws; - 

In construing this section of the 
Constitution in 1926, the Commission, 
in PUR1926E 481, 488, said: 

“In matters pertaining to the es- 
tablishment of rates and charges for 
transmission and transportation com- 
panies the . Commission 
exercises a purely legislative, not a 
judicial, function. It may be said to 
be the legislature of Virginia, so far 
as such rate matters are concerned.” 
SCC Report, 1926, p. 15. See also 
Chesapeake & P. Teleph. Co. v. Com- 
monwealth, 147 Va 43, PUR1927B 
484, 136 SE 575. 

Speaking further on this subject in 
Norfolk & W. R. Co. v. Com. ex rel. 
Mathieson Alkali Works (1934) 162 
Va 314, 322, 6 PUR NS 306, 310, 174 
SE 85, we said: 

“Tt is exercising a purely legisla- 
tive function ; and, so far as such mat- 
ters are concerned, is the legislative 
branch of the government.” 

[2] In fixing rates within the limits 
of what is confiscatory to the utility 
on the one side, and exorbitant as 
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against the public on the other side, 
and thus definitely unfair and unjust 
to the telephone users, there is a rea- 
sonably wide area within which the 
Commission is empowered to exercise 
its legislative discretion. As it enjoys 
the full legislative power of the state 
within these bounds, the rate of return 
that it allows may not be changed or 
set aside as confiscatory or unreason- 
able and unjust unless it clearly evinc- 
es an abuse of legislative discretion. 

[3]Upon appeal (of right) to this 
court from an order of the Commis- 
sion fixing rates and charges of a 
transportation or transmission com- 
pany, the capacity in which we review 
the proceeding is, we think, made quite 
plain in subsection (g) of § 156 of the 
Constitution, which provides as fol- 
lows: 

“Whenever the court, upon appeal, 
shall reverse an order of the Commis- 
sion affecting the rates, charges, or 
the classification of traffic of any trans- 
portation or transmission company, it 
shall, at the same time, substitute 
therefor such order as in its opinion, 
the Commission should have made at 
the time of entering the order appealed 
from, otherwise the reversal order 
shall not be valid. Such substituted 
order shall have the same force and ef- 
fect (and none other) as if it had been 
entered by the Commission at the time 
the original order appealed from was 
entered.” 

It is apparent from this language 
that upon appeal from an order of the 
Commission fixing rates and charges 
for a transportation or transmission 
company, we, in the first instance, ju- 
dicially review the proceeding. If, 
and only if, upon this purely judicial 
examination error of law be found in 
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the record which requires reversal of 
the order are we empowered to substi- 
tute our order for “such order as the 
Commission should have made... .” 
Aetna Insurance Co. v. Com. ex rel. 
State Corp. Commission (1933) 160 
Va 698, 169 SE 859, 865; Norfolk & 
W. R. Co. v. Com. ex rel. Mathieson 
Alkali Works, supra, and Alexandria 
Water Co. v. Alexandria (1934) 163 
Va 512, 7 PUR NS 53, 177 SE 454. 

This, we think, is the interpretation 
and construction to be given to § 156. 
It affords the company protection 
against a rate of return so low and 
unjust as to be confiscatory and thus 
deprive the utility of its property 
without due process of law. It like- 
wise affords protection to the public 
from imposition of a rate of return so 
high as to be unreasonable and unjust 
and so as a matter of law constitute an 
unconstitutional burden upon the tele- 
phone users. 

We should also keep in mind what 
was said in the Minnesota Rate Cases 
(Simpson v. Shepard) (1913) 230 
US 352, 433, 57 L ed 1511, 33 S Ct 
729, 754, 48 LRA NS 1151, Ann Cas 
1916A 18, and which was quoted with 
approval in Chesapeake & P. Teleph. 
Co. v. Commonwealth, supra: “ ‘The 
rate-making power is a legislative pow- 
er and necessarily implies a range of 
legislative discretion. We do not sit as 
a board of revision to substitute our 
judgment for that of the legislature, 
or of the Commission lawfully consti- 
tuted by it, as to matters within the 
province of either.’” 147 Va at p. 57, 
PUR1927B at p. 492, 136 SE at p. 
578. 

[4] Upon undertaking to fix rates 
for a public utility company of this 
character, the Commission must nec- 


essarily first ascertain (a) the value 
of the company’s property used and 
useful in the rendition of its intrastate 
service, (b) its annual gross reve- 
nues, and (c) its annual operating ex- 
penses. Upon accomplishing these ob- 
jectives, it must then determine upon 
and set the percentage rate of return 
at such a figure as will afford the util- 
ity reasonable opportunity to earn a 
fair and just return on its investment. 


[5,6] When a utility undertakes to 
secure a rate increase it usually at- 
tempts to establish a higher rate base 
or prove that it is entitled to a higher 
rate of return on the then rate base, 
or both. In this instance, the company 
undertook to establish a higher rate 
base and also to secure an increased 
rate of return. It offered much evi- 
dence upon three methods or theories 
of valuation by which it sought to en- 
large and establish the rate base. 

Testimony and exhibits were pre- 
sented to establish the value of the 
company’s property and plant under 
what is called the Reproduction Cost 
New, less depreciation, value on an 
(1) “as built” basis, and on a (2) 
“wholesale” basis. 

The first of these methods of valua- 
tion undertook to estimate and thus 
show what it would cost to reproduce 
the company’s physical property and 
plant new if they were built in the same 
way and under the construction con- 
ditions experienced by appellee as and 
when built, but at the material prices, 
wages and cost levels obtaining on 
September 30, 1949. This estimate 
of Reproduction Cost New assumes 
that both piecemeal and wholesale 
construction would occur to a similar 
extent as actually experienced when 
the extensive and far-flung plant and 
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properties were built. The Reproduc- 
tion Cost New on a “wholesale” basis 
purported to present the estimated cost 
to reproduce the plant and properties 
new if they were constructed as a mass 
undertaking on a wholesale basis at 
the material prices, wages, and cost 
levels likewise obtaining on Septem- 
ber 30, 1949. In estimating the cost 
under the wholesale basis, it is as- 
sumed that during construction of the 
plant and properties the company 
would be free from rendition of tele- 
phone service, and the work would 
thus be accomplished on a scale and 
basis tending to approach maximum 
efficiency and minimum cost which 
would therefore be more economical 
than upon an “as built” basis. 


The third method of evaluation of 
the plant and properties was under the 
original cost investment theory. This 
valuation is and was ascertained and 
determined from the net original cost 
investment figures appearing on the 
company’s books. Both of the Repro- 
duction Cost New estimates (“as 
built” and “wholesale” and the origi- 
nal cost investment valuation under- 
took to establish the value of all the 
company’s physical properties used and 
useful in both interstate and intra- 
state business. The value of the prop- 
erty devoted or allocated to each type 
of service was then ascertained through 
an approved method of separation so 
as to thus segregate and determine the 
value of the intrastate property upon 
which the rate of return was to be 
fixed. 

The company contended that all of 
the evidence tending to establish the 
cost of reproducing the properties and 
plant new was relevant. It then in- 
sisted that it should be considered and 
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accorded just weight by the Commis- 
sion, along with all the other testi- 
mony and exhibits introduced to es- 
tablish the actual investment cost and 
the ultimate valuation of the intrastate 
plant and properties arrived at by giv- 
ing just weight to all pertinent evi- 
dence. It says reliance upon the origi- 
nal investment cost as the sole theory 
of valuation of the properties and 
plant which constitute almost the en- 
tire rate base is contrary to the settled 
law of Virginia. Cited along with 
others to sustain its contention are 
the following authorities: Petersburg 
Gas Co. v. Petersburg, 132 Va 82, 
PUR1922C 172, 110 SE 533, 20 
ALR 542; Roanoke Waterworks Co. 
v. Commonwealth (1923) 137 Va 
348, 119 SE 268; Chesapeake & P. 
Teleph. Co. v. Commonwealth, supra; 
Richmond v. Henrico County (1946) 
185 Va 176, 37 SE2d 873. 
Appellants insisted that the valua- 
tion of appellee’s property and plant 
should be ascertained by application of 
the original cost investment method 
and all testimony tending to establish 
valuation on either the reproduction 
new “as built” or “wholesale” basis 
should be rejected. They offered evi- 
dence upon this method of valuation, 
and also asserted that some of the 
items included in the company’s cost of 
construction valuation should not be 
allowed or considered in arriving at 
the rate base. They further contended 
that original cost investment should be 
adopted as the sole mode of valuation 
of properties and plant because they 
say the evidence disclosed that materi- 
al prices, wages, and other cost lev- 
els for acquisition and construction of 
properties and plant as of September 
30, 1949, were much higher and more 
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expensive than had obtained over the 
past years during which the properties 
and plant had been actually acquired 
and constructed. Among the authori- 
ties relied on to sustain their con- 
tention in this respect are: Federal 
Power Commission v. Hope Nat. Gas 
Co. (1944) 320 US 591, 88 L ed 
333, 51 PUR NS 193, 64 S Ct 281; 
Equitable Gas Co. v. Public Utility 
Commission (1947) 160 Pa Super Ct 
458, 68 PUR NS 65, 51 A2d 497; 
New England Teleph. & Teleg. Co. v. 
State (1949) 95 NH 353, 78 PUR 
NS 67, 64 A2d 9; Board of Super- 
visors of Arlington County v. Com. 
ex rel. Chesapeake & P. Teleph. Co. 
(1947) 186 Va 963, 72 PUR NS 1, 
45 SE2d 145. 


All of the Commissioners rejected 
the evidence offered by the company 
under both Reproduction Cost New 


methods of valuation i.e., “as built” 
and “wholesale.” | Commissioners 
Hooker and King adopted and ad- 
hered to the original investment cost 
theory in making their valuations. 
That they differed slightly in the ulti- 
mate amount of the rate base was due 
to the fact that Commissioner Hooker 
included certain items which Commis- 
sioner King did not deem proper to 
include as capital investment. Com- 
missioner Catterall, in making his val- 
uation, applied what is commonly 
called the “Prudent Investment The- 
ory” —i.e., a public utility is entitled 
to a return based only on its actual 
investment which is represented by the 
amount of capital which has been pru- 
dently put into the business. See Fed- 
eral Power Commission v. Hope Nat. 
Gas Co. supra, and concurring opin- 
ion of Mr. Justice Brandeis in Mis- 
souri ex rel. Southwestern Bell Tel- 
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eph. Co. v. Public Service Commission, 
262 US 276, 67 L ed 981, PUR1923 
C 193, 43 S Ct 544, 31 ALR 807, and 
concurring opinion of Justices Black, 
Douglas, and Murphy, in Federal 
Power Commission v. Natural Gas 
Pipeline Co. (1942) 315 US 575, 86 
L ed 1037, 42 PUR NS 129, 62 S Ct 
736. 


In the final analysis and for all prac- 
tical purposes, the Commission adopt- 
ed and applied the method of evalua- 
tion contended for by intervenors be- 
cause Commissioner Catterall’s valua- 
tion, though made upon the prudent 
investment theory, produced in this 
instance the same figure as that deter- 
mined upon by Commissioner Hooker 
under the original cost of investment 
method. This being true, appellants 
prevailed in so far as the method of 
evaluation adopted was concerned. 


It should be kept in mind that the 
Commission exercises the state’s legis- 
lative power and discretion in fixing 
rates. That it may consider all rele- 
vant testimony and evidence that is of 
assistance and helpful to it in the ex- 
ercise of that discretion is not’ open to 
dispute. In the final exercise of its 
power and discretion, it should give 
weight to such evidence as is best cal- 
culated to enable it to determine upon 
rates that are reasonable and just to 
the utility and the public and reject 
that which is of no value in that re- 
spect and thus properly perform its 
function. That it should and may so 
deal with and appraise the evidence 
before it is from the nature of its un- 
dertaking axiomatic. So long as the 
evidence received and acted upon is 
substantial and of such character and 
weight as to enable it to ascertain and 
fix upon fair rates and charges, its dis- 
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cretion cannot be said to have been 
abused. 

However, as no cross-error was as- 
signed by appellee to the refusal of the 
Commission to give weight to the evi- 
dence offered upon the estimated re- 
production cost theories of valuation 
also relied upon by it, we are not re- 
quired to and do not decide whether 
or not this evidence should have been 
accorded weight in this proceeding in 
the final determination of the rate 
base. 

The value of the company’s unde- 
preciated property and plant was deter- 
mined by all the Commissioners to be 
$113,032,368. There was then de- 
ducted from that figure a depreciation 
reserve of $23,382,530, leaving the 
figure of $89,649,838, as the depre- 
ciated, basic and chief item in the 
rate base. To that were added two 


items—one represents the value of ma- 
terials and supplies on hand about to 
be or being currently used in the ren- 
dition of its service, amounting to $1,- 
473,008, and the other is cash working 
capital of $1,208,217, found to be 
necessary to be used in the conduct of 


the business. The total of these sev- 
eral items so determined upon and 
amounting to $92,331,063, constitutes 
the net value of the properties and 
plant found by the Commission to be 
used and useful by appellee in its intra- 
state service and is the rate base. 
[7,8] Intervenors object to the 
Commission’s finding of fact in this 
respect and assert that the rate base 
is too high. They say that fixed as of 
September 30, 1949, it should not 
have exceeded $82,345,566. More 
specifically they claim it is erroneous 
because there were included in the 
original and undepreciated figure of 


89 PUR NS 42 


$113,032,368, two items of $3,963,- 
997, and $70,525, respectively, that 
should have been omitted. It is con- 
ceded in their brief that the deprecia- 
tion reserve of $23,382,530, deter- 
mined upon through an approved sys- 
tem of accounting, which gives effect 
to observed physical deterioration and 
functional depreciation resulting from 
obsolescence, inadequacy, etc., is rea- 
sonable and just to be deducted from 
the $113,032,368, if the latter figure is 
correct. 

Appellants also contend that no al- 
lowance should have been made for 
materials and supplies on hand or for 
cash working capital and thus seek to 
eliminate the items of $1,473,008, and 
$1,208,217, and so reduce the net rate 
base. The first of these two items 
(both of which will be later discussed 
in more detail) was found proper by all 
Commissioners and the second by two 
Commissioners. 


Turning first, however, to the two 
items complained of which were in- 
cluded by the Commission in the origi- 
nal undepreciated figure of $113,032,- 
368, we find that the $3,963,997 con- 
stitutes money invested in telephone 
plant under construction, but which 
was not then actually used because con- 
struction had not been completed ; and 
the much smaller item of $70,525 rep- 
resents real estate held for telephone 
use and contemplated to be so used in 
the immediate future. It is sufficient 
to say that these items were deemed 
reasonable and proper to be included 
in the rate base not only by the com- 
pany’s witnesses but by the Commis- 
sion’s staff. They represent money 
expended for plant needed and under 
construction, and money invested in 
property to be used and which, it is 
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shown, will be used in the immediate 
future by appellee in the rendition of its 
public service. 

As the Commission employed the 
net original cost investment theory of 
valuation in fixing upon the rate base, 
there can be no doubt that in the ex- 
ercise of its legislative discretion it 
was fully justified in including these 
items. Chesapeake & P. Teleph. Co. 
y. Commonwealth, supra, and Board 
of Supervisors of Arlington County v. 
Com. ex rel. Chesapeake & P. Teleph. 
Co. supra. 

With reference to the material and 
supply item of $1,473,008, represent- 
ing property on hand September 30, 
1949, allowed as an item in the rate 
base, Commissioner Hooker well said: 
“Materials and supplies have always 
been considered as proper to include in 
rate cases here in Virginia.” (85 
PUR NS 435, 472.) 

[9] The company sought to be al- 
lowed $1,812,325 cash working capital 
as a reasonable sum of monetary capital 
on hand to conduct its business effi- 
ciently until payment should be re- 
ceived from customers for the service 
already rendered. That was reduced 
by the Commission to $1,208,217. 
(Commissioner King thought it should 
be only $900,000.) The company 
contended that the sum it sought to 
have allowed represented approximate- 
ly one month’s operating expense 
(less depreciation and taxes) necessary 
to be maintained as capital due to a lag 
of about thirty days between the rendi- 
tion of service to its customers and 
its receipt of revenue therefor. It ap- 
pears that a 30-day allowance has at 
times been deemed reasonable and 
proper, but the sum sought was re- 
duced because it factually appeared 


that there was actually only about a 
20-day lag in the collection of revenue 
for intrastate service. This, we think, 
was justified, and the sum allowed 
reasonable. 

[10] All of appellee’s physical prop- 
erties and plant are located in Vir- 
ginia wherein it furnishes intrastate 
telephone service. Yet through its 
connection with the American Tele- 
phone and Telegraph Company (here- 
inafter called the American Company), 
and affliated companies composing 
what is known as the Bell System, it 
furnishes interstate service. Its prop- 
erties and plant thus afford to its cus- 
tomers dual service though the fixing 
of rates and charges for interstate 
service is under the jurisdiction and 
control of the Federal Communica- 
tions Commission. It thus becomes 
necessary to find and apply an accept- 
able and satisfactory means or for- 
mula for allocating a fair value on the 
company’s property, revenues, and ex- 
penses as if used solely in intrastate 
service. In short, the value of ap- 
pellee’s property must be separated ac- 
cording to the actual use to which it 
is put by the two classes of service to 
the end that a proper allocation may 
be made to intrastate use and proper 
rates determined on that value. Smith 
v. Illinois Bell Teleph. Co. 282 US 
133, 75 L ed 255, PURI931A 1, 51 
S Ct 65. 


The character of the property used 
and the nature of the services rendered 
make it impossible to effect a separa- 
tion of interstate and intrastate prop- 
erty, revenues, and expenses by simply 
physically placing on one side certain 
property and facilities as if solely used 
for intrastate service, and on the other 
side, property and facilities as if de- 
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voted solely to interstate service. Con- 
sequently, the real objective to be ac- 
complished becomes primarily an ap- 
portionment of the same facilities 
which are used jointly in both serv- 
ices. 

To the end that a satisfactory 
method of separation of operations 
may be had in utilities of this charac- 
ter and the proper and just amount of 
property, revenues, and expenses that 
should be solely allocated to intrastate 
service fairly determined upon, an ex- 
tended investigation and study was be- 
gun about 1941 by a joint committee 
of the National Association of Rail- 
road and Utilities Commissioners and 
the Federal Communications Commis- 
sion. Asa result of this undertaking 
and work, a manual was formulated 
and published in 1947 by the Nation- 
al Association of Railroad and Utilities 


Commissioners setting forth the pro- 
cedure to be followed in making such 


separations. It is entitled “Separa- 
tions Manual” and contains “Standard 
Procedures for Separating Telephone 
Revenues and Expenses.” 

It is not amiss to say that Mr. J. H. 
Brown, now chief accountant on the 
Commission’s staff was chairman of 
the subcommittee which drafted the 
Manual and Mr. R. G. Ankner, a rep- 
resentative of the Federal Communica- 
tions Commission, served on that sub- 
committee, both of whom testified in 
this proceeding. 

The purpose of the Manual as de- 
scribed in its foreword is a follows: 

“. ~ . Exchange and intrastate 
services are subject to the jurisdic- 
tion of the several state regulatory 
bodies and interstate services are sub- 
ject to the jurisdiction of the Federal 
Communications Commission. The 
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major portion of the telephone prop- 
erty of the companies is used in com- 
mon for both intrastate and interstate 
services. Similarly the major portion 
of the expenses is incurred in the joint 
rendition of these services. Therefore, 
a uniform method of separation, ac- 
ceptable to the state and Federal regu- 
latory bodies, is essential so that the 
property, revenues, and expenses of 
each company subject to the respective 
jurisdictions may be determined.” 

All of the exhibits submitted to the 
Commission to establish intrastate op- 
erations, i.e., separations for plant as 
well as services and expenses, were 
based on the method of separation of 
intrastate operations from total com- 
pany operations in accordance with 
the procedure outlined in the Manual. 
The three Commissioners agreed that 
to date it provided the best method 
dealing with this intricate problem 
and applied the method of separation 
as therein outlined. It is briefly stated 
by Commissioner King [in a dissent- 
ing opinion] as follows: 

“According to the Separations 
Manual, the fundamental basis on 
which separations between interstate 
and intrastate services are made is the 
use of the plant for each of these serv- 
ices. Separations are made on the 
actual use basis, which gives consid- 
eration to relative occupancy and rela- 
tive time measurement. Most of the 
property is separated on one of four 
different bases: first, on the basis of 
direct assignment; second, on the ba- 
sis of traffic units; third, on the basis 
of conversation minute miles; and 
fourth, on the basis of subscriber line 
usage.” 

Intervenors objected to the use of 
that method of separation and through 
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their expert witness, Dr. John Bauer, 
challenged its procedure. They assert 
that its method of separation is un- 
reasonable and unjust and if followed 
in fixing intrastate rates would result 
in an unjust division of revenue de- 
rived from interstate service. Specif- 
ically, they contend (a) that the com- 
pany is not really engaged in interstate 
telephone service but only furnishes 
terminal service on which basis it 
should be paid, and (b) that the Manu- 
al should be revised so as not to re- 
flect solely in its separation procedure 
“use of property” but should also re- 
flect the “value of service.” 

Their first contention that the com- 
pany merely furnishes terminal serv- 
ice on interstate calls, incoming and 
outgoing, for which it should be com- 
pensated on a terminal service basis 
cannot be sustained. In Smith v. II- 
linois Bell Teleph. Co. supra, it is said: 


“The separation of the intrastate 
and interstate property, revenues and 
expenses of the company is important 
not simply as a theoretical allocation 


to two branches of the business. It is 
essential to the appropriate recogni- 
tion of the competent governmental 
authority in each field of regulation.” 
282 US at p. 148, PUR1913A at p. 
7,51 S Ct at p. 68. 

And in the Smith Case, supra, the 
trial court found: “that the Illinois 
Company owns and operates all the 
property in the city of Chicago used 
in interstate calls and connects with 
the property owned by the American 
Company at the city limits” of Chicago. 
This part of the business of the Illinois 
Company is interstate commerce. IIli- 
nois Bell Teleph. Co. v. Moynihan, 
PUR1930B 148, 38 F2d 77. And 
accordingly the supreme court of IIli- 


nois held that: “The interstate serv- 
ice of the Illinois Company . . . is 
subject to the jurisdiction of the In- 
terstate Commerce Commission (now 
Federal Communications Commis- 
sion), which has been empowered to 
pass upon the rates, charges, and prac- 
tices relating to that service.” 282 
US at p. 149, PUR1931A at p. 7, 51 
S Ct at p. 69. See also Lindheimer 
v Illinois Bell Teleph. Co. (1934) 292 
US 151, 78 L ed 1182, 3 PUR NS 
337, 54 S Ct 658. 


The entire rate on interstate calls 
being subject to the jurisdiction of 
the Federal Communications Commis- 
sion, the proportion of the through 
rate to be received by the company is 
likewise subject to the control of and 
fixed by that regulatory body and not 
by the state Commission. The serv- 
ice rendered on out-of-state calls being 
definitely interstate in character, to 
label it “terminal service” cannot give 
to the state Commission jurisdiction to 
increase interstate rates or demand 
such part thereof as it deems proper 
and thus indirectly fix and regulate 
interstate charges. Terminal R. Asso. 
of St. Louis v. United States (1924) 
266 US 17, 69 L ed 150, 45 S Ct 5, 
and Re New Jersey Bell Teleph. Co. 
(NJ 1947) 72 PUR NS 37, 49. 

The theory embodied in intervenors’ 
second contention that the procedure 
or method of separation of intra- from 
inter-state operations should reflect 
the “value of the service” rather than 
“use of the property,” though consid- 
ered by the experts who made the 
study and formulated the Manual, was 
rejected. The National Association 
of Railroad and Utilities Commis- 
sions—Federal Communications Com- 
mission’s Sub-Committee in its pub- 
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lished report of April 28, 1947, said: 

“. . . Regulation of the telephone 
industry is vested in a number of state 
Commissions and a Federal regulatory 
body and the general concurrence nec- 
essary for adoption of appropriate fac- 
tors to reflect value of service is there- 
fore difficult to obtain. Furthermore, 
determination of relative value seems 
to have no direct bearing on an allo- 
cation of actual costs. 

“For these reasons the subcommit- 
tee is of the opinion that further con- 
sideration of the value of service the- 
ory at this time is not warranted.” 
(Emphasis added. ) 

And the Manual contains the fol- 
lowing with respect to the “use of 
property” method adopted: 

“The fundamental basis on which 
separations among exchange, state 
toll, and interstate toll services are 


made, is the use of telephone plant in 
each of these services. 

“Separations are made on the ‘ac- 
tual use’ basis, which gives considera- 
tion to relative occupancy and relative 
time measurements.” 


As early as 1913, the method of 
separation adopted in the Manual as 
distinguished from that advocated by 
the intervenors was foreshadowed. In 
the Minnesota Rate Cases (Simpson v. 
Shepard) [1913] 230 US 352, 57 
L ed 1511, 33 S Ct 729, 48 LRA NS 
1151, Ann Cas 1916A 18, we find the 
seed of that thought thus expressed: 

“When rates are in controversy, it 
would seem to be necessary to find a 
basis for a division of the total value 
of the property independently of reve- 
nue, and this must be found in the use 
that is made of the property. That is, 
there should be assigned to each busi- 
ness that proportion of the total value 
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of the property which will correspond 
to the extent of its employment in 
that business. . .” 230 US at p. 
461, 33 S Ct at p. 765. 

In the more recent case of Smith y. 
Illinois Bell Teleph. Co. supra, which 
was the first telephone rate case in 
which the United State Supreme Court 
was confronted with this particular 
question, Chief Justice Hughes said: 

“The proper regulation of rates can 
be had only by maintaining the limits 
of state and Federal jurisdiction, and 
this cannot be accomplished unless 
there are findings of fact underlying 
the conclusions reached with respect to 
the exercise of each authority. . . . 
While the difficulty in making an exact 
apportionment of the property is ap- 
parent, and extreme nicety is not re- 
quired, only reasonable measures being 
essential it is quite another 
matter to ignore altogether the actual 
uses to which the property is put.” 282 
US at pp. 149, 151, 31 PUR NS at 
pp. 7, 8, 51 S Ct at p. 69. 

We find no error in the record be- 
cause the Commission adopted the 
method and procedure of separation 
prescribed in the Manual. In the 
words of Commissioner Catterall, 
85 PUR NS at p. 505, “No better 
method of making the necessary sepa- 
ration is available, and, until a better 
method is available, the Separations 
Manual should be followed.” 


The rate base has been determined 
upon as of September 30, 1949, and 
placed at the sum of $92,331,063. To 
fix rates so as to afford the utility op- 
portunity to earn a fair return upon 
that figure, it is necessary to first as- 
certain the rate of return which was 
being received by the company as of 
that date upon that base. Then a 
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iystifiable increase (or decrease) in 
intrastate rates and charges may be 
awarded and the opportunity thus 
given to earn a fair and reasonable re- 
turn upon the capital invested. The 
return being actually received may only 
be known by ascertaining the com- 
pany’s annual revenues and net earn- 
ings from intrastate operations. 

The revenues from intrastate opera- 
tions for a 6-month test period end- 
ing on September 30, 1949, stated on 
an annual basis was found to be $33,- 
092,106. Net earnings intrastate for 
the same six months’ test period on an 
annual basis upon a going level were 
by the Commission determined to be 
$3,436,782, which net earnings afford 
an approximate return of 3.7 per cent 
upon the base of $92,331,063. Yet, 
if improper items have been included 
in operating expenses or if operating 
expenses have been overstated, the 
current net earnings would be really 
and in truth greater and the rate of 
return thus proportionately enlarged. 

[11] In passing upon the reason- 
ableness and allowability of items 
claimed to be proper operating expens- 
es, the Commission may not assume 
the duties or usurp the powers of the 
management : 

“A Commission is not empowered 
to substitute its judgment for that of 
the owners, who are responsible for 
the rendition of service, unless the 
owners have abused their discretion. 


“Only where affirmative evidence is 
offered challenging the reasonable- 
ness of the operating expenses in- 
curred, on the ground that they are 
exorbitant, unnecessary, wasteful, ex- 
extravagant, or incurred in the abuse 
of discretion or in bad faith, or are of 


a nonrecurring character not likely to 
recur in the future, has the Commis- 
sion a reasonable discretion to disal- 
low any part of the expenses actually 
incurred.” Public Service Commission 
v. Southern Bell Teleph. & Teleg. Co. 
253 Ala 1, 84 PUR NS 221, 244, 42 
So2d 655, 674. 

Upon examination of all items in- 
cluded in the company’s operating ex- 
pense accounts, the Commission con- 
cluded that they were justified and 
properly allowable as operating ex- 
penses. Nevertheless, intervenors 
challenge certain items and their in- 
clusion as annual intrastate operating 
expenses is assigned as error. 

[12] An item of $448,625, allowed 
by the Commission as a part of main- 
tenance expense is challenged because 
one of the Commission’s staff testified 
that it was in large part due to abnor- 
mal conditions and costs brought about 
by the heavy construction program 
in operation at that time and that it 
might not be a recurring expense in 
more normal times. It was, however, 
expended as a part of maintenance ex- 
pense and though attributable to the 
fact that abnormal construction condi- 
tions called for more and expensive 
rearrangements, changes, and reloca- 
tions of equipment to be made, it was 
deemed a necessary expenditure by the 
management. The then existing cir- 
cumstances and conditions which 
made its expenditure necessary as a 
maintenance expense as well as pres- 
ent conditions at large convince us 
that Commissioner Hooker’s follow- 
ing observation was pertinent and 
true: 


“Undoubtedly there have been some 
high or abnormal rearrangements and 
changes in costs, due to the heavy con- 
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struction alone, during the immediate 
past period. Just how much and the 
amount cannot be definitely deter- 
mined. Even if the amount due to 
the construction program alone could 
be determined, then we are faced with 
the fact that these costs will be contin- 
ued for the immediate future or until 
the heavy construction program is 
completed, which the evidence shows 
will be another two to three years.” 
85 PUR NS at pp. 478, 479. 
Confronted with a similar question 
in Public Service Commission v. 
Southern Bell Teleph. & Teleg. Co. 
supra, the court there said: “It (the 
Commission) stated that the cost of 
rearranging and changing existing 
telephone plant and equipment was in- 
cluded in the maintenance expense 
and that this expenditure was related 
to new construction. .’ 84 PUR 


NS at p. 256, 42 So2d at p. 683. 


“ec 


The veracity and compe- 
tency of the Company’s witnesses 
were not questioned. The economy 
and efficiency of management were not 
challenged and there was no proof of 
bad faith, waste, or extravagance. We 
think that the lower court was cor- 
rect in holding that the amount of this 
expense was proper for 1947 and that 
there was nothing in the evidence to 
indicate that this item of expense 
would be less in the foreseeable future. 
. . .”’ 84 PUR NS at p. 258, 42 
So2d at p. 684. 

We find no error in the allowance 
of the challenged item as a current and 
probably recurring maintenance ex- 
pense. 

[13] The company maintains a 
pension plan for its employees which 
became effective January 1, 1913. Un- 
der it all money paid into the fund by 
89 PUR NS 
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the company is irrevocably dedicated 
to pension purposes and may not be 
recovered by appellee. The plan js 
maintained upon what is commonly 
called the actuarial basis, and is con- 
tributed to only by the company. It 
is similar to that adopted and obtain. 
ing in associated companies of the 
Bell System. Monthly payments are 
made into the fund (of which the 
Banker’s Trust Co. of New York jis 
the trustee) in such amounts that 
when employees are eligible to retire 
there will be funds available to pay 
the pensions. This requires that there 
be set aside annually on an actuarial 
accrual basis funds sufficient to make 
payment to eventual pensioners of 
the stipulated benefits provided for in 
the plan. No contention is made that 
the pension payments and benefits are 
excessive. But intervenors object to 
the plan or method adopted whereby 
a fund is accumulated and contend that 
the pensions should be paid each year 
out of current earnings and as the em- 
ployees qualify therefor. In_ short, 
they say no funded payment plan 
should be used whereby the company 
sets aside as an operating expense 
money for future pension payments, 
but that it should adopt what they en- 
titled the “pay-as-you-go-plan,” i.e, 
pay pensions as necessary out of gross 
current earnings. 

The evidence discloses that the com- 
monwealth of Virginia and the city of 
Richmond use the funded plan. The 
accrual method likewise obtains in the 
plans adopted by the United States 
Government in the Social Security 
and Railroad Retirement Acts, 42 
USCA § 301 et seq. 45 USCA § 
228a et seq., and many industrial and 
utility companies use it. The propri- 
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ety of accrual plans for pensions has 
been approved in many court deci- 
sions. State v. Tri-State Teleph. & 
Teleg. Co. (1939) 204 Minn 516, 28 
PUR NS 158, 284 NW 294; Re 
Northwestern Bell Teleph. Co. (1950) 
—SD—, 85 PUR NS 368, 43 NW2d 
553; Public Service Commission v. 
Southern Bell Teleph. & Teleg. Co. 
supra; State ex rel. Pacific Teleph. & 
Teleg. Co. v. Department of Public 
Service (1943) 19 Wash2d 200, 52 
PUR NS 6, 142 P2d 498. 

That the management of the com- 
pany, in the exercise of its judgment, 
was entitled to select a sound funded 
plan as a method of pensioning its em- 
ployees, and the Commission justified 
in approving that plan and the current 
expenditures made thereunder, seems 
put at rest by the decision of State v. 
Tri-State Teleph. & Teleg. Co. supra, 
wherein we find: 

“In deciding whether a_ specific 
claim for allowance for payments for 
such purposes should be granted, the 
Commission must necessarily give due 
consideration to the discretion exer- 
cised by the management in establish- 
ing a pension system. If the amounts 
are reasonable and are actually paid 
as pensions, or are allocated to a fund 
in pursuance of a feasible plan where- 
by it is assured that the sums so allo- 
cated will be used to pay pensions in 
reasonable amounts, allowance should 
be made.” 28 PUR NS at p. 185, 
284 NW at p. 316. 

See also Re Northwestern Bell 
Teleph. Co. supra. 

The company’s management in the 
exercise of its judgment adopted the 
pension plan and there is no evidence 
in the record to show that they abused 
their discretion. The Commission 
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has therefore approved the plan and 
allowed the annual expenses incurred 
thereunder. Public Service Commis- 
sion v. Southern Bell Teleph. & Teleg. 
Co. supra. 

Upon this judicial review, it is clear 
that we may not disturb the Commis- 
sion’s action in this respect. 

[14] Appellee and nineteen other 
telephone companies constitute what 
is commonly called the Bell System. 
This telephone system through the 
several companies renders nationwide 
service and operates about 80 per cent 
of all the telephone business in the 
United States. All of the voting 
stock of most of these associated com- 
panies, including appellee, and the ma- 
jority of the voting stock of the oth- 
ers, is owned by the American Com- 
pany. It also owns 99.8 per cent of 


the voting stock of Western Electric 


Co., Inc., and 50 per cent of the stock 
of the Bell Telephone Company Lab- 
oratories, Inc., both of which are non- 
telephone companies. The former of 
these two companies (Western Elec- 
tric Company, Inc.) in turn owns the 
other 50 per cent of the stock of the 
Bell Telephone Laboratories, Inc. 
The Laboratories Company is a re- 
search and development company, 
which is operated for the benefit of the 
Bell System. The American Com- 
pany holds an agreement called a li- 
cense contract with each of its twenty 
subsidiary companies composing the 
Bell System. Under it each subsid- 
iary, including appellee, pays the 
American Company one per cent of its 
gross annual revenues for which, in 
turn, they each receive valuable serv- 
ices from Bell Laboratories. The pay- 
ments made by appellee for these serv- 
ices were included in the operating 
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expense as is done by all of the other 
operating companies. 

In 1926, the payments made by this 
and other companies to the American 
Company for services rendered by the 
Bell Laboratories were on the basis 
of 43 per cent of gross annual reve- 
nues. Chesapeake & P. Teleph. Co. 
v. Commonwealth (supra) 147 Va 
43, PUR1927B 484, 136 SE 575. 
Since then the percentage paid upon 
gross annual revenues has been re- 
duced from time to time until on 
October 1, 1948, it was placed on a 
one per cent basis. Immediately prior 
thereto it had been upon a 14 per cent 
basis. It is established that the serv- 
ices performed are valuable and ren- 
dered substantially at cost. Inter- 
venors, however, insist that the actual 
cost of performing the service and not 
a percentage of gross revenues is the 


proper amount to be paid and should 


control for rate-making purposes. 
The Commission’s finding upon the 
factual issue presented with its rea- 
sons for the inclusion of this expense 
as an annual operating charge dis- 
closes that the services now being ren- 
dered and to be rendered in the near 
future are commensurate with the 
payments made and to be made there- 
for. 

Commissioners Hooker and Catter- 
all thus respectively state that factual 
finding and conclusion: Commission- 
er Hooker said: “. we are of 
the opinion that the present rate of 
one per cent will not at this time pro- 
duce payments in excess of the reason- 
able costs of such service.” 85 PUR 
NS at p. 487. And Commissioner 
Catterall: “The services are very val- 
uable and are rendered substantially 
at cost. The cost has to be appor- 
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tioned among the operating com- 
panies; and, since the purpose of the 
service is to help them make money 
by increasing their efficiency, the 
amount of money they take in is a fair 
standard for the apportionment of the 
cost.” 85 PUR NS at p. 506. 

Standard license contracts of this 
character have often been approved by 
the courts as appears from the follow- 
ing decisions: Southern Bell Teleph. 
& Teleg. Co. v. Public Service Com- 
mission (1948) 203 Ga 832, 75 
PUR NS 471, 49 SE2d 38; Pub- 
lic Service Commission v. Southern 
Bell Teleph. & Teleg. Co. (supra), 
253 Ala 1, 84 PUR NS 221, 42 So2d 
655; Pacific Teleph. & Teleg. Co. v. 
Public Utilities Commission (1950) 
34 Cal2d 822, 83 PUR NS 101, 215 
P2d 441 ; Pacific Teleph. & Teleg. Co. 
v. Flagg (1950) — Or —, 85 PUR 
NS 101, 220 P2d 522. 

We find no error in the Commis- 
sion’s approval of the contract in ques- 
tion and its allowance of the payments 
thereunder as an item of annual cur- 
rent expense. 

[15] Over a test period of six 
months an expense of $120,319 was 
incurred by the company in making 
studies and assembling data needed to 
show what it would cost to reproduce 
its plant and property at the present 
time. Annualized it amounts to 
$240,638, but this does not include all 
of the expenses incurred in this pro- 
ceeding. Intervenors object to the 
Commission’s having treated the lat- 
ter figure as a current and recurring 
expense and insist that it is a nonre- 
curring expense. Though incurred 
as a rate case expense in this proceed- 
ing substantially the whole sum rep- 
resents salaries and expenses of reg- 
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ular company employees assigned to 
do this work who would have had to 
be paid without the pendency of this 
proceeding. In short, when included 
in the test it represented payment to 
company personnel to perform this 
necessary work to which they were 
temporarily assigned and who would 
have been paid a like sum anyhow. 
It does not, therefore, represent an ab- 
normal or nonrecurring expense and 
may not be excluded as being an im- 
proper item to include as a current 
expenditure. 

[16] The Western Electric Com- 
pany, Inc., though not a public utility 
and thus not subject to governmental 
regulation, is an important subsidiary 
in the Bell System. It manufactures 


and sells to the several telephone com- 
panies in the system all equipment 
used by them and supplies to them 
parts purchased from other sources. 


It is the manufacturing, purchasing, 
and supply unit in the Bell System. 

Over a period of thirty-three years 
its profit margin on its sales to the 
Bell System, including the company, 
has been about 4.2 cents per dollar 
and its average return on net invest- 
ment has been 7.3 per cent, though its 
earnings in periods and at times have 
fluctuated widely. Price comparisons 
with other companies disclose that it 
has supplied the Bell System and thus 
appellee with needed products and 
equipment, at as reasonable prices as 
could have been obtained elsewhere. 
Consequently, intervenors’ complaint 
that Western Electric’s profit margin 
is excessive and thus unreasonable 
profits are obtained by the American 
Company at the expense of appellee is 
without merit. 


[17] The standard or rule by 


which to measure the fair return to 
which a utility is entitled, we find 
stated thus: 

“What annual rate will constitute 
just compensation depends upon many 
circumstances, and must be deter- 
mined by the exercise of a fair and 
enlightened judgment, having regard 
to all relevant facts. A public utility 
is entitled to such rates as will permit 
it to earn a return on the value of the 
property which it employs for the con- 
venience of the public equal to that 
generally being made at the same time 
and in the same general part of the 
country on investments in other busi- 
ness undertakings which are attended 
by corresponding risks and uncertain- 
ties; but it has no constitutional right 
to profits such as are realized or an- 
ticipated in highly profitable enter- 
prises or speculative ventures. The 
return should be reasonably sufficient 
to assure confidence in the financial 
soundness of the utility and should be 
adequate, under efficient and econom- 
ical management, to maintain and sup- 
port its credit and enable it to raise 
the money necessary for the proper 
discharge of its public duties.” Blue- 
field Water Works & Improv. Co. v. 
West Virginia Pub. Service Commis- 
sion, 262 US 679, 692, 693, 67 L ed 
1176, PUR1923D 11, 20, 21, 43 S Ct 
675, 679. 

“The rate of return on such ‘fair 
value’ which the utility company 
should be allowed to receive should be 
fair and just to the company and such 
as will make its securities attractive to 
investors when the company is pru- 
dently and carefully operated.” Pe- 
tersburg Gas Co. v. Petersburg, 132 
Va 82, PUR1922C 172, 177, 110 SE 
533, 535, 20 ALR 542. 
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Money for capital investment has 
been obtained and employed in the 
past by the Bell System upon the ratio 
or basis of about one-third debt capi- 
tal and two-thirds stock or equity cap- 
ital. However, the large and expen- 
sive construction programs that have 
been necessary in recent years have 
caused an increase in its debt obliga- 
tion until its relation to equity or stock 
obligation has reached a ratio of about 
50-50 per cent. Though money for 
capital needs may be obtained more 
cheaply by issuance of debt securities 
and obligations than by sale of stock, 
there is a limit to the amount that 
may be borrowed prudently. Debt 
securities enjoy certainty of obliga- 
tion and fixed interest and maturity 
payment dates, and it appears that debt 
capital is obtainable by the Bell Sys- 
tem at a rate of about 3 per cent or 
slightly less. Yet if the proportion 
of debt obligation increases beyond a 
prudent ratio to equity (stock obliga- 
tion), that increase of debt obligation 
will be reflected in rising interest 
charges on the debt and deteriorating 
stock value. 


Appellee is a wholly owned subsidi- 
ary of the American Company and is 
financed as an integral part of the Bell 


System. It obtains needed capital 
from the American Company upon its 
debt and equity obligations and that 
company, in turn, secures it from the 
investing public by sale of its debt ob- 
ligations and stock. The significance 
of the ratio of debt obligation to that 
of equity obligation has in this in- 
stance to do immediately with the 
company for the Commission is fixing 
a just rate of return for appellee and 
the public it serves and not for the Bell 
System or the American Company. 
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However, as it is by the means stated 
and as an integral part of the Bell Sys- 
tem that appellee acquires needed cap- 
ital from the American Company the 
ratio of debt to equity obligations of 
the Bell System (and of appellee as 
a unit therein) must be kept in mind 
when the Commission undertakes to 
fix a just rate of return. 

The public policy of Virginia as set 
out in § 56—478.1 of the Code of 1950 
requires the extension of telephone 
service when proper revenue is as- 
sured. To meet the continued and 
urgent public demand to enlarge and 
improve its service, the utility must be 
able to readily obtain money for 
needed capital investment. As the 
ratio of debt to equity obligation of the 
Bell System (and of appellee as a 
wholly owned subsidiary or unit 
thereof) has increased to 50 per cent, 
in order to protect the public service 
and to attract investors it is necessary 
and desirable that the debt ratio be 
decreased, and, as expressed by Com- 
missioner Catterall, “. the only 
way it can reduce its debt ratio is by 
getting new capital from stockholders. 
The only way it can get new capital 
from stockholders is by earning 
enough to make issues of stock attrac- 
tive to investors.” 85 PUR NS at p. 
502. 

If one-third (334 per cent) of cap- 
ital is represented by debt obligation 
at 3 per cent and the balance of two- 
thirds (66% per cent) by stock issue 
that realized a 74 per cent return, the 
utility would in that event be paying 
an over-all cost of 6 per cent for cap- 
ital provided the stock was marketed 
for par. If capital ratio of one-half 
debt at 3 per cent and one-half stock 
is maintained (instead of one-third 
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debt and two-thirds stock) and the 
return of 6 per cent on the ascertained 
base remain the same, a higher return 
than 7$ per cent on par stock should 
result, for the ratio of outstanding 
stock to the less costly outstanding 
debt obligation would be less. How- 
ever, due to many factors, the return 
on stock actually fluctuates from time 
to time and that risk must be assumed 
by investors in the stock. So as a 
practical matter, the debt ratio must 
be reasonable and safe and the rate of 
return on the base such as to pay in- 
terest on the debt and afford reason- 
able assurance to investors that the 
utility under prudent management will 
be able to meet the economic obliga- 
tion to pay reasonable dividends. 
Otherwise, its equity capital (stock) 
will not be attractive to investors and 
thus not readily salable. 

Just what dividends its stock may 
or may not pay cannot be determined 
and is not the criteria or measuring 
stick by which its rates are or can be 
fixed. But that the rate be such that 
under prudent management it may pay 
reasonable dividends upon its stock is 
required, for that, along with other 
considerations, is necessary to attract 
new capital. 

With the above principles in mind 
and recognizing the present economic 
demands, the Commission fixed a rate 
of return of 6 per cent on the deter- 
mined rate base of $92,331,063, which 
would afford a net return of $5,539,- 
864. The actual annual net earnings 
received by the company as of Sep- 
tember 30, 1949, were $3,436,782, 
which is approximately 3.7 per cent 
on that base, thus disclosing that rates 
had to be increased and adjusted so as 
to secure an additional net income of 


$2,103,082, to earn the approximate 
6 per cent rate to be allowed on the 
ascertained base. To obtain this ad- 
ditional net income of $2,103,082, the 
annual gross revenue had to be in- 
creased in the sum of $3,564,456. To 
otherwise state it, there must be an 
increase in the present rates and 
charges of the company sufficient to 
realize additional annual gross reve- 
nue of $3,564,456. Accordingly, the 
Commission disallowed in part the in- 
crease in rates sought by appellee in its 
application filed April 1, 1949, but did, 
by its order of March 27, 1950, 83 
PUR NS 61, allow in most part the 
increases sought. 

The effect of its order was to adjust 
and increase rates and charges so as 
to allow a gross annual increase in 
revenue of $3,564,456, instead of the 
approximate $4,000,000 asked for in 
the application. This increase in 
gross revenue will provide an addi- 
tional net income of $2,103,082 (in- 
stead of the approximate net increase 
of $2,300,000 sought by appellee). 

This final conclusion of the Com- 
mission was, we think, within their 
legislative discretion and justified by 
the evidence. 

[18] Lastly, intervenors complain 
of the sources from which the in- 
creased revenue is to be obtained be- 
cause it is secured by increasing the 
rates of residence and business tele- 
phones. Specifically, they say that 
part of it could and should be raised 
by increasing the public and semi- 
public coin box rates for local calls 
from 5 to 10 cents and thus lessen the 
burden on residence and business tele- 
phones. Evidence was offered by 
them to the effect that $700,000 addi- 
tional revenue could be obtained by 
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converting the public and semipublic 
coin boxes to 10-cent boxes and fix 
that charge for local calls. 

Aside from the initial expense of 
about $300,000 required to replace or 
physically change about 7,500 of the 
9,000 coin boxes now in use as to 
efficiently operate them with the 10- 
cent coin there was much evidence to 
the effect that the additional annual 
revenue claimed to be so obtainable 
would not be much more than 50 per 
cent of intervenor’s estimate. There- 
fore, the Commission in the exercise 
of its discretion declined to order a 
change in the coin boxes and install 
a 10-cent charge for local box calls. 

Where, how, and from what precise 
source or sources the increased reve- 


nue awarded is to be obtained is pri- 
marily an administrative duty and un- 
dertaking to be exercised by the 
Commission. Obviously, we are not 
entitled to substitute our judgment in 
the premises for that of the Commis- 
sion unless their discretion in that re- 
spect has been definitely and clearly 
abused. The evidence bearing upon 
the advisability of making a change is 
conflicting and we find no abuse of 
discretion in the Commission’s refusal 
to impose a 10-cent charge for local 
box calls. 

Upon a careful review of the record, 
we find no error in the order of March 
27, 1950, supra, and it is accordingly 
affirmed. 

Affirmed. 





RHODE ISLAND SUPREME COURT 


New England Telephone & Telegraph 
Company 


Thomas A. Kennelly 


M. P. No. 975 
— RI —, 80 A2d 891 
May 12, 1951 


PPEAL from decision and order of Public Utility Adminis- 
trator denying and dismissing schedule of rates filed by 
telephone company; affirmed. 


Rates, § 152 — Reasonableness — Prospective operation of decision. 
1. Decisions of rate-making bodies are essentially predictions into the fu- 
ture ; rates are not fixed for the moment of decision, and they must provide 
not only a reasonable return at the time of investigation but also for a rea- 
sonable time in the immediate future, p. 58. 

Rates, § 648 — Limitation of evidence — Exclusion of matters recently considered. 
2. The Public Utility Administrator, on receiving an application for a rate 
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increase within a few months subsequent to the authorization of an in- 
crease, may grant a motion to limit the evidence by excluding issues and 
facts which were before the regulatory authority at the time of granting 


the earlier increase, p. 58. 


Rates, § 647 — New application following rate increase — Necessary lapse of time. 
3. The Public Utility Administrator may deny and dismiss a tariff filing 
containing rate increases when a reasonable period of time has not elapsed 
between the decision of a regulatory board authorizing a rate increase and 
the new filing, to demonstrate satisfactorily whether or not the rates estab- 
lished would prove to be confiscatory, p. 58. 


APPEARANCES: Swan, Keeney & 
Smith, Eugene J. Phillips, and Mar- 
shall Swan, all of Providence, Charles 
Ryan, of Boston, Mass., for petitioner ; 
William E. Powers, Attorney General, 
Francis J. Fazzano, Assistant Attor- 
ney General, Abraham Belilove, Spe- 
cial Counsel, William E. McCabe, 
City Solicitor, and Harry Goldstein, 
Assistant City Solicitor, all of Provi- 
dence, for respondent. 


O’ConNELL, J.: This case is before 
us on the appeal of New England Tele- 
phone and Telegraph Company, here- 
inafter sometimes referred to as the 
company, from the decision and order 
No. 6539 of the Public Utility Admin- 
istrator, hereinafter called the Admin- 
istrator, denying and dismissing the 
schedule of rates filed by the company 
on March 1, 1950, to become effective 
April 1, 1950. 

On March 1, 1950, pursuant to Gen- 
eral Laws 1938, Chap 122, § 45, as 
amended, the company filed a revised 
schedule increasing certain of its rates, 
tolls, and charges for intrastate tele- 
phone service in Rhode Island, to be- 
come effective April 1, 1950. Such re- 
vised schedule was designed to increase 
the company’s revenue from its intra- 
state operations and would have be- 
come fully collectible on April 1, 1950, 
by operation of law, without any ac- 


tion or approval of the regulatory au- 
thority. 

On March 15, 1950, the Adminis- 
trator issued order No. 6478, wherein 
he recited that after making prelim- 
inary investigation thereof he believed 
the public interest required a more 
thorough and complete investigation as 
to the reasonableness and necessity of 
such proposed increases. That order 
reads in part as follows: “That the 
Public Utility Administrator, on his 
own motion, does hereby suspend the 
effective date of the tariff filing made 
by the New England Telephone and 
Telegraph Company under date of 
March 1, 1950 . That the 
Public Utility Administrator will im- 
mediately proceed to set a date for a 
public hearing on the reasonableness 
and necessity of said proposed tariff, 
and he will cause the New England 
Telephone and Telegraph Company 
and all other interested parties to be 
notified of the date of said hearing, in 
accordance with the provisions of § 17 
of Chap 122 of the General Laws of 
Rhode Island, 1938, as amended.” 
Pursuant to such order the Adminis- 
trator on the same date served upon 
the company notice of a hearing on 
March 30, 1950, and requested the 
company to appear and present such 
evidence and arguments as it might 
deem proper in the premises. 
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On the day set for the hearing spe- 
cial counsel duly authorized to repre- 
sent the public interest entered his ap- 
pearance and filed a motion to dismiss 
the proceedings and also a motion that 
the Administrator “limit the evidence 

to such evidence of new and 
changed conditions which might post- 
date the decision and order of the Pub- 
lic Utility Hearing Board in Docket 
No A-29.” After arguments on these 
motions and without any evidence be- 
ing introduced, the Administrator re- 
served decision, requested briefs and 
recessed the hearing. 


Briefs were filed and thereafter pur- 
suant to notice the proceedings were 
reconvened on June 26, 1950. The Ad- 
ministrator then incorporated into the 
record an opinion from the attorney 
general in which it was stated: “We 
are of the opinion that the company 


should not, at this point, be allowed to 
again submit evidence on the same is- 
sues and facts which were before the 


appeal board last year. Weare 
therefore led to the conclusion that the 
motion to limit the evidence should be 
granted. It seems to us, how- 
ever, that any petitioner in a situation 
such as is that of the company in this 
hearing would be entitled to add to 
the record at hand such pertinent 
factual data as was not considered by 
the Board for the reason that the cir- 
cumstances in question had not at that 
time arisen.” (Italics ours.) The 
Administrator, adopting the above 
opinion of the attorney general, grant- 
ed, over the objection of the company, 
the motion to limit the evidence to the 
extent indicated in such opinion and 
denied the motion to dismiss the pro- 
ceedings. 

Thereafter the company offered to 
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prove that the rates filed March 1. 
1950, were just and reasonable. This 
offer included evidence of the compa- 
ny’s actual operating results for 1949 
for a period of five months ending May 
31, 1950, and for the period of tweleve 
months ending the same date, and cur- 
rent estimates for 1950 and 1951 not 
presented in the earlier cases. The 
company further offered to prove that 
the operating results for the periods 
above referred to included no un- 
usual or nonrecurring expenses, and 
that after adjusting the twelve 
months’ experience to give effect to 
existing rates, the results for both 
periods were representative of those 
reasonably to be expected -through- 
out the years 1950 and 1951. The 
evidence offered included testimony 
as to the amount of the company’s 
plant investment used in rendering 
intrastate service in Rhode Island; 
testimony of experts as to the borrow- 
ing cost of money to the company and 
a fair return on its investment; the 
amount of expenses and income under 
existing rates; and the estimated in- 
come that would be derived from the 
rates filed March 1, 1950. 

With the exception of evidence relat- 
ing to the revenues which would be de- 
rived under the proposed rates, this 
evidence was all excluded. Thereafter 
certain testimony was introduced to 
show that three items of expense, 
namely, pension costs and two different 
taxes, would have cost $185,700 more 
in 1950 than was allowed by the public 
utility hearing board (assuming that 
the wage rates and number of employ- 
ees were at the figure estimated by that 
board) by reason of increased rates of 
taxes and increased benefits under the 
pension plan. 
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On September 15, 1950, the Admin- 
istrator entered the following order: 
“That the tariff filing made by the 
New England Telephone and Tele- 
graph Company with the Public Util- 
ity Administrator of Rhode Island on 
March 1, 1950, be and the same is here- 
by denied and dismissed.” In his deci- 
sion denying the instant application for 
increased rates, the Administrator 
pointed out that the tariff filing of 
March 1, 1950, postdated by a period 
of only two and one half months a 
decision and order of the Public Utility 
Hearing Board, hereinafter called the 
Board, which was entered on December 
15, 1949, 83 PUR NS 161, and which 
allowed the company to increase its 
revenues in the approximate amount 
of $1,900,000 annually; that such 
order was rendered after prolonged and 
involved hearings during which the 
testimony of telephone experts, both 
for the state and the company, was 
placed on record; that in rendering its 
decision the Board disallowed certain 
expense items claimed by the company 
and established a rate base below that 
set by the company’s witnesses; and 
that it found a rate of return of 6 per 
cent on the company’s net investment 
to be just and reasonable in place of the 
requested 7 per cent. 

The Administrator further pointed 
out that in spite of the fact that the 
company failed to receive rates which 
it had heretofore claimed were neces- 
sary to maintain successful operations 
within this state, it elected not to ap- 
peal the decision of the Board to the 
supreme court of Rhode Island under 
the procedure provided by law, but ap- 
parently chose to accept the rates fixed 
by order of the Board. The Adminis- 
trator concluded that considering the 


background of the company’s previous 
attempts to secure increased rates and 
charges, and giving consideration to 
the tariff filing of March 1, 1950, 
whereby the company was attempting 
to renew its claim for a 7 per cent rate 
of return, the request for increased 
rates as set forth in the instant filing 
should not be granted, because it was 
the evident intent of the Board by its 
decision of December 15, 1949, supra, 
that the rates fixed therein would be 
fair and reasonable for an indetermt- 
nate period in the future and not merely 
for the space of a few months. 


With reference to the additional 
proven expense of $185,700, the Ad- 
ministrator observed that the impact 
which these increased expense items 
might have on the company’s rate of 
return on its Rhode Island net invest- 
ment would amount to approximately 
three tenths of one per cent, and that 
in view of the relatively short period 
of time which had elapsed since the 
Board had issued its order fixing a 
new rate schedule for the company 
within this state, and the minor nature 
of these increased expense items, a 
revision of the present telephone tariff 
at this time is unwarranted and would 
not be in accord with the public inter- 
est. 

The Administrator expressed the be- 
lief that when the Board permitted the 
company to revise its telephone tariffs 
for Rhode Island subscribers it did not 
fix a tariff schedule so rigid that minor 
increases in expense items could not 
be absorbed without serious conse- 
quences to the company. He expressed 
the further belief that to authorize a 
tariff revision on the basis of a minor 
change in a few expense items incurred 
during recent months would be cre- 
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ating a policy whereby other utilities 
might petition for revisions to period- 
ically compensate themselves for minor 
changes in business conditions, and 
that the effect of such a policy would 
ultimately tend to the establishment of 
a constantly fluctuating tariff structure, 
a result which would be confusing both 
to the utility and to the rate-paying 
public. 

[1-3] The company contends un- 
der its appeal that the Administrator 
made the following erroneous rulings: 
First, in granting the motion to limit 
the evidence ; second, in excluding evi- 
dence offered by the company to show 
that the rates filed March 1, 1950, were 
reasonable and necessary; and third, 
in denying and dismissing the applica- 
tion for new rates filed March 1, 1950. 

We are of the opinion that the basic 
issue involved is whether by reason 
of the new filing of March 1, 1950, 
the Administrator is obligated by law 
to rehear and redetermine all those is- 
sues which were decided by the Board 
on December 15, 1949, supra, and to 
admit new evidence, as to the reason- 
ableness or unreasonableness of exist- 
ing rates, which was available and 
could have been presented at the earlier 
hearing. 

The company contends that as the 
statute limiting the power to fix its 
own rates contains no limitation upon 
the interval which must elapse between 
a filing of proposed changes or a de- 
termination of the reasonableness of a 
change and a filing of new changes, the 
company is entitled to file new sched- 
ules at any time it may choose, and 
that the Administrator is required by 
statute to hear and determine all the is- 
sues involved thereunder through the 
medium of a.public hearing. 
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On the other hand, the Adminis. 
trator contends that the company might 
under such a claim of right file suc. 
cessive applications, all of which might 
be pending for decision at the same 
time resulting in prolonged, vexatious, 
and costly litigation, together with un- 
certainty and confusion in the rate 
structure. He further contends that 
since a final determination as to the rate 
structure had been made by the Board 
only two and one half months before 
the filing of the tariff schedules here 
under consideration, the company is 
precluded from pursuing its application 
for the adoption of new rates until a 
reasonable time had elapsed since such 
determination by the Board ; that such 
new filing is barred by reason of the 
application of the doctrine of res 
judicata or a doctrine akin thereto and 
also by reason of the application of 
the principle of estoppel. 

The Administrator argues further 
that the contention of the company that 
it can file new schedules at any time 
amounts to a claim that a decision by 
the Administrator or by the Board 
fixes rates only as of the moment of 
the decision, whereas by the great 
weight of authority rates so fixed are 
intended to apply for an indeterminate 
period into the future or at least a 
reasonable time into the future. He 
contends that if the ultimate issue of 
rate making was to fix reasonable rates 
only at the time of the rate order, it 
would follow that at any moment 
thereafter a new issue would be raised 
by any new rate filing. If on the other 
hand a rate order did apply for a 
reasonable future period, it would fol- 
low that barring new and unforeseen 
developments of an extreme nature, an 
immediate new rate filing would raise 
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the same issue as determined by the 
previous decision. 

In support of this contention that 
existing rates were fixed for some time 
into the future by the decision of the 
Board on December 15, 1949, supra, 
83 PUR NS at p. 182, the Adminis- 
trator quotes from such decision as fol- 
lows: “We must determine what 
rates will enable the company to earn 
a fair return during the years just 
ahead when the prescribed rates will be 
in operation.” (Italics ours.) 

It seems clear to us that the rate 
order of the Board under date of 
December 15, 1949, supra, could not 
relate to a period of time prior to that 
date, but must relate either to the exact 
time of the order or to some indeter- 
minate time into the future. If only 
the time of the rate order is the time 
for which reasonable rates are fixed, it 
must be concluded that a hearing last- 
ing many months, costing thousand of 
dollars, and involving voluminous 
testimony and exhibits, is designed to 
discover what is a reasonable rate at a 
given moment of time. It would then 
follow that upon the ascertainment of 
this reasonable rate by a regulatory 
agency such finding becomes meaning- 
less as to any period, however long or 
short, in the future. That the compa- 
ny recognized that the rate-making 
process was designed to operate on the 
economic and financial experience in 
the foreseeable future is evidenced by 
the fact that it sought in the hearing be- 
fore the administrator to offer esti- 
mates of its expected operating results 
for the years 1950 and 1951. 

We are of the opinion that the de- 
cisions of rate-making bodies are es- 
sentially predictions into the future. 
It is well recognized that rates estab- 


lished must provide not only a reason- 
able rate of return at the time of the 
investigation but also for a reasonable 
time in the immediate future. East 
Ohio Gas Co. v. Public Utilities Com- 
mission (1938) 133 Ohio St 212, 22 
PUR NS 489, 12 NE2d 765; Atlantic 
City Sewerage Co. v. Public Utility 
Comrs. (1942) 128 NJL 359, 44 PUR 
NS 50, 26 A2d 71; in McCardle v. 
Indianapolis Water Co. 272 US 400, 
408, 71 L ed 316, PUR1927A 15, 22, 
47 S Ct 144, 148, the court said: “In 
every confiscation case, the future as 
well as the present must be regarded. 
It must be determined whether the 
rates complained of are yielding and 
will yield, a sum sufficient to 
constitute just compensation for the 
use of the property employed to furnish 
the service ; that is, a reasonable rate of 
return on the value of the property at 
the time of the investigation and for 
a reasonable time in the immediate fu- 
ture.” (Italics ours.) See also cases 
therein cited. 

In Los Angeles Gas & E. Corp. v. 
California R. Commission, 289 US 
287, 311, 77 L ed 1180, PUR1933C 
229, 244, 53 S Ct 637, 646, the court 
stated: ‘The determination of present 
value is not an end in itself. Its 
purpose is to afford ground for predic- 
tion as to the future. It is to make 
possible an ‘intelligent forecast of 
probable future values’ in order that 
the validity of rates for the future may 
be determined.” 

In Indianapolis Water Co. v. Mc- 
Cart (1937) 18 PUR NS 279, 285, 
89 F2d 522, 526, the court specifically 
recognized the problem of relitigation 
of rate cases in the following language : 
“It is recognized that values as applied 
to utility properties experience marked 
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fluctuations from time to time. The 
purpose to be achieved in a determina- 
tion of value is to give recognition to 
any increase or decrease in values at 
the time under consideration in order 
to reach a fair valuation not only for 
the moment but for the reasonably near 
future. A redetermination of values 
and rates cannot be had at frequent 
intervals, and consequently a deter- 
mination that gives full recognition to 
the immediate future years is to be 
sought.” 

We agree with the great weight of 
authority that under the rate-making 
process rates are fixed not only for 
the moment but for a reasonable length 
of time in the future. We are of 
the opinion that ordinarily time alone 
can satisfactorily demonstrate in a case 
like this whether or not the rates pre- 
viously established by the Board will 
prove so unremunerative as to be con- 
fiscatory in the sense in which that 
term has been defined in rate-making 
cases. 

We are also of the opinion from an 
examination of the transcript that the 
filing by the company of a new sched- 
ule of rates on March 1, 1950, which 
was intended to take effect April 1, 
1950, was in reality an attempt by the 
company to set aside the decision of the 
Board rendered December 15, 1949, 83 
PUR NS 161, which clearly contem- 
plated that the rates fixed by it on that 
date should continue for a reasonable 
time into the future. Much of the testi- 


mony offered by the company at the 
instant hearing before the Administra. 
tor was presented or was available and 
could have been presented before the 
3oard. The latter found and fixed a 
rate of return of 6 per cent as reason- 
able instead of the rate of 7 per cent 
requested by the company. The com- 
pany did not appeal from that deci- 
sion but with two and one half months 
from the date thereof it sought in 
effect to relitigate before the Admin- 
istrator the question of such rate re- 
turn. 

In these circumstances we are of 
the opinion that the Administrator did 
not err in granting the motion to limit 
the evidence, in excluding certain evi- 
dence offered by the company, and in 
denying and dismissing the tariff filing 
of March 1, 1950. In our judgment 
a reasonable period of time had not 
elapsed between the decision of the 
Board on December 15, 1949, supra, 
and the new filing on March 1, 1950, to 
demonstrate satisfactorily whether or 
not the rates established by the Board 
would prove to be confiscatory, Wheth- 
er a sufficient time has now elapsed 
to permit a new filing is not before us 
for determination and consequently we 
express no opinion thereon. 

The appeal of the petitioner is denied 
and dismissed, the final order of the 
Administrator appealed from is af- 
firmed, and the papers in the case are 
ordered sent back to the respondent 
Administrator. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Borough of Kulpmont 


Kulpmont Water Company 


Complaint Docket No. 15123 
January 29, 1951 


OTION to dismiss complaint alleging that proposed water 
M rate increases are unreasonable; motion denied. 


Rates, § 647 — Sufficiency of complaint. 
1. In a proceeding to determine only the reasonableness of rates, a different 
standard applies to the complaint than may otherwise be required in the 
case of complaints generally, p. 62. 

Rates, § 647 — Sufficiency of complaint. 
2. In a proceeding to determine the reasonableness of rates, it is not neces- 
sary that a complaint be drawn with detailed and technical accuracy, and 
such complaint is sufficient if it acquaints the utility with the general nature 
of the proceeding, p. 62. 

Pleading, § 8 — Grounds for dismissal. 
3. The contention that a complaint represents unwarranted and capricious 
action which would result in unnecessary burdensome expense is purely 
argumentative and speculative in nature, and does not constitute sufficient 
ground for dismissal of the complaint, p. 63. 


* 
the said borough of Kulpmont that it 
had filed Tariff-Water Pa. P.U.C. 
No. 8, effective January 1, 1951, 
which would increase all bills for me- 
tered water service by approximately 
15 per cent. 


By the Commission: This matter 
comes before us upon motion by Kulp- 
mont Water Company, respondent, 
that the complaint filed by the borough 
of Kulpmont on December 28, 1950, 
against its proposed increase in rates, 


effective January 1, 1951, be dis- 
missed. Complainant was_ served 
with a copy of respondent’s motion 
but filed no answer. 

Complainant, in paragraph 4 of the 
formal printed complaint form issued 
by this Commission, avers as follows: 

“On October 30, 1950, the said re- 
spondent mailed notices to the com- 
plainant and to all other consumers in 


“The borough council of the bor- 
ough of Kulpmont, upon instruction 
of its taxpayers, fully believe that the 
said increase is unwarranted at the 
present time.” 

Complainant in paragraph 5 of the 
printed form avers as follows: 

“That the aforesaid increase in wa- 
ter rates is unnecessary, unwarranted, 
and unreasonable, and detrimental to 
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the interests of the consumers in this 
community. The present rates being 
charged by the Kulpmont Water Com- 
pany are sufficient to guarantee the in- 
vestors of the said utility more than 
a 6 per cent income. The officials and 
personnel of the said respondent util- 
ity have received salaries which are 
exorbitant and far in excess of the 
services being rendered by them. The 
high salaries being received by the of- 
ficials of the said utility are respon- 
sible for the unreasonable increase in 
operating expenses. 

“The borough of Kulpmont for it- 
self and for its inhabitants respectfully 
prays the Public Utility Commission 
to suspend the said increase in water 
rates until such time as the Commis- 
sion makes a thorough investigation 
of the financial status of the respond- 
ent company, or until a hearing is held 
in the matter.” 


Respondent in support of its motion 
alleges that (1) the purported com- 
plaint is not a complaint within the 
contemplation of Art I, § 1001, of the 
Public Utility Law, in that it does not 
set forth any act or thing done or 
omitted to be done by respondent in 
violation, or claimed violation, of any 
such law, regulation, or order; (2) 
the relief sought is merely a petition 
for suspension and investigation of the 
tariff by the Commission, which can- 
not be granted inasmuch as the Com- 
mission has already concluded against 
investigation and suspension of the 
tariff; and (3) the complaint is un- 
warranted and capricious, and would 
result in unnecessary burdensome 
expenses. 

[1,2] The complaint here is one 
involving rates. What constitutes a 
specific designation of the issue raised 
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or charges made within § 1001 of the 
Public Utility Law, depends neces. 
sarily upon the type of investigation 
being conducted; and where the pur- 
pose of the investigation by the Com. 
mission is only to determine the rea- 
sonableness of rates, a different stand- 
ard than may otherwise be required 
in the case of complaints generally, 
applies: Armour Transp. Co. v. Pub- 
lic Utility Commission (1939) 138 
Pa Super Ct 243, 251, 10 A2d 86, 
Because of the nature of a rate pro- 
ceeding, it is not necessary that a com- 
plaint be drawn with detailed and tech- 
nical accuracy, and such complaint is 
sufficient, if it acquaints the utility 
with the general nature of the pro- 
ceeding. It is clearly apparent in this 
case that the complaint challenges the 
reasonableness of the proposed in- 
crease in the rates, and, in our opin- 
ion, it fairly presents for the purpose 
of invoking this Commission’s juris- 
diction a cause of action. 
Furthermore, we do not feel that we 
can accept respondent’s contention 
that the complaint viewed in the light 
of the complainant’s prayer, as here- 
tofore set forth, is merely a petition 
seeking investigation and suspension 
of the tariff by the Commission on its 
own motion, and for that reason, it 
should therefore be dismissed. Doubt, 
if any, must be resolved in favor of 
complainant, when we consider in ad- 
dition thereto and as part thereof the 
prayer as it appears on the formal 
printed form furnished by the Com- 
mission, and used herein. It reads: 
“Wherefore complainant prays that 
the respondent may be required to an- 
swer the above allegations and that 
upon a final hearing the Commission 
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will make such order in the premises 
as may seem meet.” 

[3] The contention that the com- 
plaint represented unwarranted and 
capricious action which would result 
in unnecessary burdensome expense is 
purely argumentative and speculative 
in nature, and does not constitute suf- 


ficient ground for dismissal of the 
complaint. 

For the reasons here stated, we con- 
clude that the motion to dismiss the 
complaint must be denied; therefore, 

It is ordered: That the motion to 
dismiss the complaint be and is here- 
by denied. 
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City Council of City of Revere 


Boston & Maine Railroad 


D.P.U. 9231 
June 11, 1951 


SS by municipality for investigation of curtailment of 


certain passenger train service; dismissed. 


Service, § 265 — Discontinuance of certain trains — Public convenience and neces- 


sity — Burdensome operation. 


1. A railroad should be allowed to discontinue certain train service when it 
is evident that public convenience and necessity will not be seriously af- 
fected and continued operation is burdensome, p. 64. 


Service, § 265 — Discontinuance of certain trains — Personal inconveniences. 
2. In a proceeding for the discontinuance of certain trains, the personal 
inconvenience resulting to a small segment of the riding public is not para- 
mount in applying the doctrine of public convenience and necessity, and the 
public should not expect railroad service to any greater extent than they 
are willing to use the service provided, p. 64. 


APPEARANCES: Ralph F. Martino, 
Assistant City Solicitor, for city coun- 
cil of Revere; Richard Jackson, for 
the Boston and Maine Railroad. 


By the DEPARTMENT: Prior to its 
effective date and seasonably, the Bos- 
ton and Maine Railroad gave notice 
that there would be certain changes in 
its timetable effective September 24, 
1950. It provided certain curtail- 


ments in service affecting passengers 
transported to and from the city of 
Revere. 

A petition was received from the 
city council of Revere requesting a 
public hearing in connection with the 
proposed curtailments. After due no- 
tice, a public hearing was held on 
October 19, 1950. 

The timetable changes consisted of 
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the elimination of train number 245 
which departed from Boston at 5:05 
P. M., train number 247 which de- 
parted from Boston at 5:36 P. M., and 
train number 2404 which previously 
stopped at Revere inbound for Boston 
at 7:41 a.m. These trains previously 
operated from Monday through Fri- 
day. Their elimination left only one 
train, number 2406, departing from 
Revere for Boston at 8:13 A. M. as 
the only rail service between these 
points. 

A witness for the railroad testified 
that a count of the revenue passengers 
accommodated on train number 245 
for seventy-five days during the period 
from September 12, 1949, to Septem- 
ber 18, 1950, shows that the daily 
average number of passengers on at 
Boston to be .4 and off at Revere 5.2; 
a similar check of passengers getting 
on train number 247 at Boston was 
made and it was testified that the daily 
average passenger count was 0.0 and 
the number off at Revere was 1.6. A 
similar count for train number 2404 
showed an average of 1.3 passengers 
on at Revere and .2 passengers off at 
Boston. 

No evidence was introduced by the 
city of Revere to indicate that public 
convenience and necessity in that com- 
munity is not adequately served by the 
passenger train accommodations set 
up in the September 24th timetable 
which is now in effect. 

Apart from statements entered in 
the record by several members of the 
general court and city officials, the evi- 
dence of the protestants was frag- 
mentary and reflected the personal in- 
convenience of very few occasional 
riders. 


We have had occasion frequently 
during recent months to comment on 
the plight of railroads generally and 
upon the situation of this carrier in 
particular. (See D.P.U. 9019, D.P.U, 
8952, and D.P.U. 8950.) 


From the records in other similar 
cases and from our official files, it can 
be seen that there is a definite down- 
ward trend in passenger revenues. 
Since 1945 passenger revenues of this 
railroad have decreased $7,674,000 or 
approximately 40 per cent. Although 
freight revenues have increased dur- 
ing this period the over-all earnings of 
the company in 1950 was approxi- 
mately 2 per cent of its net railroad 
property. 

[1,2] We feel that the railroad 
should be allowed to discontinue serv- 
ice when it is evident that the public 
necessity and convenience will not be 
seriously affected and the continued 
operation is burdensome. The per- 
sonal inconvenience resulting to a 
small segment of the riding public is 
not paramount in applying the doc- 
trine of public convenience and neces- 
sity and the public should not expect 
railroad service to any greater extent 
than they are willing to use the serv- 
ice provided. 

On all the evidence, we find that 
public convenience and necessity no 
longer require the continued operation 
from Revere to Boston of the trains 
curtailed by the railroad. 

Accordingly, after notice, public 
hearing, investigation, and considera- 
tion, it is 

Ordered: That the petition of the 
city council of the city of Revere be 
and hereby is dismissed. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; stmilar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by ees 
also notices of changes in personnel. 


Utah P. & L. Plans to Spend 
$18,400,000 for 1951 Expansion 


Sir Power & Licut Company, Salt Lake 
City has announced plans to spend $18,- 
400,000 for expansion of its facilities and those 
of its subsidiary, Western Colorado Power 
Company, in the last half of 1951. Re 

Generating, transmission, and distribution 
facilities will be affected, and the project will 
be a part of the $68,000,000 program started 
in 1949. Last step in the huge program is 
expected to be started in 1952 with allocation 
of $25,000,000 in projects. 


EEI Issues New Report on 
Farm Electrification Research 


66 Frama Electrification Research,” a report 
on special studies and research con- 
tributed to or conducted by electric operating 
companies from January, 1947, through De- 
cember, 1950, has been published by the Edi- 
son Electric Institute. 

Compiled by the Institute’s Farm Section, 
the new 49-page report summarizes briefly 
244 different activities receiving support or 
sponsorship from electric companies in 
separate categories of farm research, 

The new publication is available at $1.00 
per copy from Edison Electric Institute, 420 
Lexington avenue, New York 17, New York. 
Quantity prices will be furnished on request 
to the Institute. 


Southern Natural Gas Plans 
$13,641,000 Expansion 


Goorsman Natura Gas CoMPANy has filed 
an application with the Federal Power 
Commission for a certificate of public con- 
venience and necessity to construct additional 
facilities designed to increase delivery capac- 
ity of the System to 670,000,000 cubic feet a 
day, from 555,000,000 cubic feet at present. 

Cost of this further expansion is estimated 
at $13,641,000, of which approximately $9,- 
187,000 is expected to be spent in 1951. 


New Brochure on Leece-Neville 
A™: 24-page, well illustrated brochure on 

the company and its products has just 
been published by The Leece-Neville Company, 
Cleveland, Ohio, manufacturers of electrical 
equipment for diesel, gas, and gasoline engines. 
The brochure outlines the part played by Leece- 


Neville as a pioneer in this field for over forty 
years. This is followed by pictorial sections on 


the company’s production, assembly, testing 
and engineering facilities, 

The balance of the booklet shows typical 
equipment made by Leece-Neville for buses, 
trucks, industrial engines, off-highway equip- 
ment, passenger cars, rail, marine, and aircraft. 
Included are AC-DC Alternator Systems, gen- 
erators, starting motors, hand and magnetic 
switches, and voltage regulators. 

The brochure carries the title “At your serv- 
ice . . . Leece-Neville.” The company states 
that copies will be sent to interested persons 
writing on their company letterhead. 


Features Electric Farm Show 
At County Fairs 
HE electric farm show of the Public Serv- 
ice Company of Northern Illinois, which 
has been a feature of northern Illinois county 
fairs for the past four years, will be featured 
at eleven 1951 fairs this summer with a 
completely new exhibit, it was announced re- 
cently by the company. 

With “better methods” the theme, the new 
display, especially produced for county fairs, 
shows how electricity saves both dollars and 
labor for the farmer. 

Housed in a “big top” tent, 60 x 60 feet, 
the exhibit features actual electrical equip- 
ment, working models and blow-up photo- 
graphs demonstrating new ideas in feed 
handling, crop drying, and barn cleaning. 


1,500,000 Gas Ranges Goal In 


AGA Old Stove Round-up 


HE Old Stove Round-up, in which 800 
gas utilities, 62 gas range manufacturers 
and 40,000 gas appliance dealers will unite to 
hunt down and corral outmoded cooking ap- 
pliances, will be staged from September 3rd 
to November 30th by the American Gas As- 
sociation and the Gas Appliance Manufactur- 
ers Association. 
Local Round-ups will run for six-week 
periods during the three months. Each will 
be sparked by a gas company which will co- 


(Continued on Page 34) 
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ordinate in a concentrated campaign, its own 
promotional efforts and those of dealers in 
all brands of gas ranges. A quota of 1,500,- 
000 gas ranges having a total retail value of 
more than $300,000,000 is the goal for this 
intense sales campaign. 


Awarded Contracts for 
Pipeline Construction 


"T= EASTERN TRANSMISSION CORPORA- 
TION has awarded to Oman Construction 
Company, Nashville, Tennessee, a contract for 
the construction of seventy-nine and one-half 
miles of 30-inch pipeline from the Cumberland 
river in northern Tennessee, to a point near 
Columbia, Kentucky. 

N. A. Saigh Company, San Antonio, Texas, 
has been awarded a contract for construction 
of eighty-two_miles of 30-inch pipeline from 
a point near Columbia, Kentucky to the Ken- 
tucky River. 


A-P Controls Announces 
Repair Service Outlets 


HE first of a proposed series of service 
outlets to handle repairs and replacement 
of gas controls has been announced by A-P 
Controls, Milwaukee, manufacturers of gas, 
oil, and refrigeration controls. 
Roy W. Johnson, A-P president, said the 
company has named the Ohio Pump and Serv- 
ice Company as an authorized outlet to han- 


dle gas controls. The firm is located at 7904 
Lorraine avenue, Cleveland, and is one of 44 
authorized outlets providing service for A-P 
oil controls. 

The company also announced plans to con- 
duct an educational campaign for servicemen 
employed by utilities. A recent trainj 
school of this type was held for service em- 
ployees of the East Ohio Gas Company, 


G-E Appointments 


yuu E. Saupe has been appointed 
operation manager, and Will Pruess- 
man has been named manager of manufactur- 
ing of the Schenectady steam turbine and 
generator divisions, according to an an- 
nouncement by Glenn Warren, manager of 
the General Electric Turbine Divisions. 


Westinghouse to Build Largest 
Turbine-Generator for Phila. E, 


T= PHILADELPHIA ELEctric CoMPANy has 
placed an order with the Westinghouse 
Electric Corporation for a 200,000-kw turbine- 
generator, largest single-shaft unit ever to be 
built. The turbine-generator will be installed 
at the new Cromby Station near Phoenixville, 
Pennsylvania, where, together with a 150,000- 
kw unit already under contract, it will bring 
the station’s total capacity to 350,000 kw. 
The turbine will be designed for steam at an 
(Continued on Page 36) 











PUBLIC UTILITY 
PRINTING SPECIALISTS 


For more than a quarter of a century, Pandick Press 


REGISTRATION 
STATEMENTS 


has worked closely with utility companies. Our printing 


services to the industry range from highly technical 
legal documents to beautifully illustrated descriptive 


brochures in full color. 


Whatever the nature of your printing requirements, 
we believe you will like the assurance of accuracy and 


PROSPECTUSES 


ANNUAL REPORTS 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, Lhe. 


22 THAMES ST., NEW YORK 6 


Established 1923 


71 CLINTON ST., NEWARK, NJ. 
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You've seen this sign on the railroad flatcars as CLEVELANDS 
go out to utilities in all parts of the country. And the way 
experienced owners re-order “Another CLEVELAND” is your 
guarantee of the best solution to your own trenching needs. 
This continuing acceptance by budget-minded utility op- 
erators is based on CLEVELANDS proved record of bonus 
yardage and lower costs, plus CLEVELANDS remarkable 
versatility, quick mobility and other engineering features 
tailored to utility requirements. Call your local distributor 
today for the full story. The Cleveland Trencher Company, 
20100 St. Clair Avenue, Cleveland 17, Ohio. 
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initial pressure of 1800 psi and a temperature 
of 1000 degrees F., with reheat to 1000 de- 
grees F., and will be a triple exhaust unit. 

The turbine will be built at Westinghouse’s 
South Philadelphia Works and the generator 
at East Pittsburgh. 


Ash and Flyash Handling 
Systems 


EAUMONT BircH ComMpPaANy, Philadelphia, 
Pennsylvania, offers a booklet giving de- 
tailed information on both hydraulic and pneu- 
matic ash and flyash handling systems. The 
booklet, compiled in question and answer form, 
discusses the elements and advantages of the 
various systems, and also of various disposal 
schemes, such as pumping to fill area, or pump- 
ing to storage sump or dewatering bin for re- 
moval of ash by truck. Schematic drawings of 
arrangements under specific conditions, also 
diagrams of basic arrangements, are included. 
Copies are available on request from Beau- 
mont Birch Company, 1505 Race street, Phila- 
delphia 2, Pennsylvania. 


Motorola Introduces 
Pack Set Power Unit 


ferent, Inc. is now producing a new 
Pack Set Power Supply designed to in- 
crease the utility of the Motorola F.M. 2-way 
radiophone pack unit by making it convertible 


to semi-fixed or mobile application while pre- 
serving the dry battery supply for portable 
operation only. 

A plug-in power connection and switching 
facilities on the Pack unit permit -quick and 
easy transfer from internal dry battery power 
supply to an external power source. 

The complete model includes a sturdy 
bracket to which the power supply is easily 
mounted by means of a quick release cowl 
fastener. All necessary cables and connectors 
are included as part of the model. 


Electric Companies Actively 
Promoting Home Lighting 


ie wte-oeen electric utility companies, out of 
91 replying to a survey made by the Edison 
Electric Institute’s Residential Lighting Com- 
mittee, are actively promoting home lighting, 
with an additional eleven companies planning 
to begin promotion in this market within the 
near future. 

The 91 companies which supplied data for 
the survey serve 19,437,620 residential custom- 
ers, representing about one-half of the indus- 
try’s total. 

Fifty-two utilities stress Certified Lamps in 
their home lighting activities, and codperate 
with dealers and department stores in CLM 
promotion. Among the coOperative promotional 
methods employed are advertising, sales train- 
ing of retail personnel, personal contacts, dis- 


(Continued on Page 38) 











The addition of offset-lithog- 
raphy presses to our facili- 
ties for letter-press printing 
makes our service to utility 
companies more impressive 
than ever before. 

We are available 24 hours 
a day, 7 days a week... 
because we know that our 
ultimate test is achieving the 
highest standards of quality 
within the limits of your 
deadline. 


CONFIDENTIAL 
SERVICE 
SINCE 1920 


AUG. 16, 1951 











Mention the FortNIGHTLY—It identifies your inquiry. 





August 16, 1951 


—_— 


(1WO WAYS 


k and 


power 
sturdy 
easily 
- cowl 
ectors 
out of 
=dison 
Com- 


shting, 


anning 
in the 


Public Utilities Fortnightly 





RICHARDSON COAL SCALES: One over each 
ta for [iBboiler automatically gives you a record of 


istom- coal consumption, by the hour, shift, day, 


indus- 


week or month, in stoker or pulverizer fir- 
ing. You spot inefficient steaming right 


Installation at mid-western Municipal lighting plant 
showing Richardson Coal Gate, Coal Scale and 
“Monorate"™ Non-Segregating Distributor. 


nps in 


see Bjaway, before you start paying invisible bills 
‘CLM for wasted coal. 


‘tional HBRICHARDSON “MONORATE” DISTRIBUTORS: 
s dis. MgAn original Richardson development* 
which absolutely stops coal segregation in 
stoker-fired installations. The “Monorate” 
is just what its name implies—the curved 
top plate, developed in theory and proved 
in practice, causes all the coal, both lumps 
and fines, to descend at the same rate so 
there is no tendency for lumps to separate. 
You get the same mix across your stoker 
hopper as you had at the bunker outlet so 
that most efficient combustion is assured. 
*Patent Pending No. 2,258,516 


EE-39 Richard- 
son Automatic 
Coal Scale. 





3 BULLETINS AVAILABLE 
Send For Them Today For Complete Information On: 


Model K-39, for pressure tight (up to 60” 
of water), large capacity service—400-500 
per discharge—Bulletin No. 0250 
EE-39, for dust tight, average service— 
2 _ Ibs. per discharge—Bulletin No. 
J 


Richardson “Monorate™ 
Distributor Showing 
Patented Design of Top 
Plate Which Keeps 
Lumps and Fines 

from Separating. 





Monorate, non-segregating coal distribu- 
or~Bulletin No. 1349 


A COMPLETE RICHARDSON INSTALLATION: 
leakproof Gate from the bunker; flexible Inlet to scale; Automatic Coal Scale; “Monorate’’ Non- 
Segregating Distributor to stoker; or down-take Chute to pulverizer. 


RICHARDSON SCALE COMPANY 
Clifton, New Jersey 


Atlanta * Boston °* Buffalo * Chicago 
Cincinnati * Detroit * Houston * Minneapolis 
New York * Omoha © Philadelphia © Pittsburgh 
San Francisco * Wichita © Montrecl © Toronto 
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plays and group demonstrations. A total of 37 
companies merchandise CLM lamps, and 47 
requested further national CLM promotion. 

Lecture-demonstrations on home lighting 
are offered to interested groups by 74 utilities, 
and 65 companies make home lighting calls. 
Other miscellaneous home lighting promotional 
activities were listed by 65 companies. 

Eighty companies expressed interest in the 
Planned Home Lighting Program offered by 
the Institute and Better Light Better Sight 
Bureau, and 74 found that promotional ma- 
terials available in this program are adequate 
for their needs. Sixty-one companies requested 
continued promotion of home lighting in this 
national program. 

Forty of the replying companies cooperate 
with elementary schools in their service areas 
in programs designed to teach school children 
basic facts about light and sight; 45 companies 
work with junior high schools, 39 with senior 
high schools, and 17 with colleges. Twenty- 
two companies help to provide training for 
teachers in this subject. 


New Control Designed for 
Dual Fuel Burners 


A NEW automatic dual changeover control, 
which switches a heating plant from gas 
to oil, or from city-mains gas to LP gas when- 


ever outdoor temperature drops below a set 
point, has been developed by the Minneapolis- 
Honeywell regulator Company. 

The control is designed for use in areas 
where gas utilities are unable to accept addi- 
tional customers except on condition that the 
heating plant be equipped to revert to a stand- 
by fuel during extremely cold weather. 

This procedure is a protection against ex- 
ceeding capacity limits of gas mains under 
peak load conditions. It is expected that such 
a policy will prevail in many localities until 
material shortages are relieved to the extent 
that additional pipeline facilities can be com- 
pleted. 


New Broken Aro Mine Opened 
At Wellston, Ohio 


A NEW coal mine located near Wellston, 
Ohio, has been opened, which will expand 
the state’s annual production more than a half 
million tons, according to an announcement by 
L. B. Franklin, district manager of Southern 
Coal Company, Inc. at Louisville, Kentucky. 
Southern Coal Company will distribute the 
coal under the trade name Broken Aro, with 
principal market areas comprising Ohio, Michi- 
gan, and Eastern Indiana. 

Broken Aro Mine is on the Baltimore and 

(Continued on Page 40) 





This advertisement is not an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus. 


New Issue 


$4,000,000 


Mississippi Power Company 
First Mortgage Bonds, 312% Series due 1981 


Dated August 1, 1951 Due August 1, 1981 





Price 100.929% and accrued interest 





Copies of the Prospectus may be obtained from such of the undersigned 
and others as are qualified to act as dealers in securities in this State. 


Union Securities Corporation 


Drexel & Co. 


Equitable Securities Corporation 


June 25, 1951. 
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i | Here's one way to save critical 
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pa The Leece-Neville ALTERNATOR SYSTEM delivers 
hi- 25 to 35 amperes with engine idling. On 
your 2-way radio trucks and cars, this means 


important savings in critical manpower and 


materials. The L-N Alternator saves gas and oil, 


saves engine repairs, saves radio servicing, 
saves batteries. Ample amperes and accurate 
voltage of the L-N System are the answer. 
Thousands of Utility Company vehicles are 
equipped with the L-N Alternator System. 
me If you would like to have the facts, write 
The Leece-Neville Company, 


Cleveland 14, Ohio. 
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Ohio Railroad. A modern, large-scale opera- 
tion, construction began in January of this 
year. Following a survey of the extensive in- 
dustrial area which the mine will serve eco- 
nomically, this operation is the culmination of 
blueprinting a coal designed to meet the indus- 
trial specifications of utilities and manufac- 
turers located in the market area served. 

As a producer and shipper, Southern Coal 
Company, Inc., with headquarters in Chicago, 
is currently marketing in excess of ten million 
tons of coal annually from the leading produc- 
ing fields in Ohio, Western Kentucky, Indiana, 
and Illinois. 


Hotpoint Develops Program for 
Commercial Cooking Equipment 


A om merchandising program for 
commercial electric cooking equipment, 
designed to help public utilities and dealers 
develop the rapidly expanding industrial 
“in-plant feeding” equipment market was an- 
nounced recently by the commercial division 
of Hotpoint, Inc. 

Closely related to the “in-plant feeding” 
advertising program recently launched by the 
company, the new plan offers dealers 4-color 
display stands, 3-color self-mailers, utility 
envelope stuffers, use-value booklets for com- 
mercial cooking appliances, and 3-color self- 
mailers for counterline equipment. 

The mailing pieces can be used in conjunc- 
tion with the new “dual economy” load- 
building program now being introduced to top 


~ 
level utility management in all parts of the 
country, Walter E. Sormane, sales manager, 
commercial division, said. 


New Safety Signs Announced 
By Eastern Metal 


A= line of eye-catching safety signs 
designed to make workers stop, look and 
heed, has just been announced by Eastern 
Metal of Elmira, Elmira Heights, New York 

The Safety Sign Division of Eastern Metal 
has been expanded, according to Burleigh 
Names, president, to produce signs designed 
to help prevent accidents which occur in 
public utilities and general industrial con- 
cerns, 

Representative groups of Eastern Metal 
signs are illustrated in color in a descriptive 
brochure. Copies may be obtained by writing 
to the manufacturer. 


Publication Describes Magnetic 
Drive and Regutron Control 


pPuacmes 1107 just released by the Elec. 
tric Machinery Mfg. Company discusses 
“Precision Speed Control with the Adjust- 
able-Speed Magnetic Drive.” This 32 page 
book is technical in scope, and contains com- 
plete information both on the Magnetic Drive 
and the new Magnetic Amplifier Regutron 
Speed Control. Publication 1107 is available on 
request from the Electric Machinery Mfg. 
Company, Minneapolis 13, Minn. 
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THIRTY-FIVE YEARS 
OUTSTANDING SERVICE 


THOUGHT FOR A BUSY FINANCIAL MAN 
We're not lawyers but we know a lot about corporate procedure. We're 
not accountants but you never saw more accurate work than the docu- 
ments we put into type. We're not underwriters but we know their 
needs like nobody's business. We are financial printers and we know 
every trick in the trade. This all spells less worry, more time, more satis- 
faction for our customers. May we tell you more about our services? 


TO YOUR INDUSTRY 
IN FINANCIAL AND 
CORPORATE 


LLL 
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Slash hauling costs 


with dependable 
DODGE se haiti! Trucks: 


Your Dodge ‘‘Job-Rated” truck will save time 
on the road with a power-packed engine. 
You'll save on oil and gas consumption. And 
you'll save on upkeep costs becatise your 
truck will fit the job! 


Your Dodge truck will ge you dependable 
year-’round service, too. You’ll find new brak- 
ing safety and easier bad-weather starting. 
You'll also enjoy new driver comfort and 
improved handling ease—plus a host of other 
brand-new features! 


What's more, you can get gyrol Fluid Drive! 
This a exclusive on -, %4-, and 1-ton 
models reduces wear on over 80 vital parts... 
prolongs truck life . .. makes driving a breeze! 


See your nearby Dodge dealer and find out 
how you can be dollars ahead with a Dodge 
Job-Rated” truck! Drop in soon! 


How Dodge trucks are “Job-Rated” 
for utility operations 


A Dodge “Job-Rated” truck is engi- 
neered at the factory to fit a specific 
job...save you money ... last longer. 


Every unit from engine to rear axle is 
"*Job-Rated”’ — factory-engineered to 
haul a specific load over the roads you 
travel and at the speeds you require. 


Every unit that SUPPORTS the load— 
frame, axles, springs, wheels, tires, 
and others—is engineered right to 
provide the strength and capacity 
needed. 


Every unit that MOVES the load— 
engine, clutch, transmission, propeller 
shaft, rear axle, and others—is engi- 
neered right to meet a particular oper- 
ating condition. 


v0b-Ralbd TRUCKS DO THE MOST FOR YOU 
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Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light.if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 


ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 


a 








The Analysts Journal 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 


(] Please enter my subscription for one year at the subscription rate of $4.00. 


() Please send me your advertising brochure. 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS | sc 


SYSTEM 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Eastern Pipe Line Company 

Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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' Milo) Sieh’) 
= ER 60 YEARS 
ff : 
Vn HA i 
Bu name at all times recognized NV 
| ¥7/ for QUALITY, SOUND ENGINEERING, and DEPENDABLE 
SERVICE for more than sixty years is the most valued possession of \ 
( Springfield Boiler Co. Today, the continuing success of the company 


rests firmly on this cornerstone. This is your assurance of satisfaction \ 
"yy when you place a contract with SPRINGFIELD! 


| Springfield specializes in the production of a wide range of steam 
N generating equipment for modern power plants. Springfield 
ti is organized to apply the same engineering skill to Y] 

\\ all contracts, large or small. We will be glad to 
NX submit a proposal covering your requirements. 

\ SPRINGFIELD BOILER COMPANY, 

> . 
Y\ 1960 E. Capitol Avenue, 
Springfield, Ill. 
— 
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and Erectors of 
BENT TUBE BOILERS 


B @) if z E R ¢€ '@) - STRAIGHT TUBE BOILERS 


SUPERHEATERS 
DESUPERHEATERS 


d AIR HEATERS 
Founde ‘  ECONOMIZERS 
WATERWALLS 
18 O COMPLETE STEAM 
9 GENERATING UNITS 
. 
SPECIALIZING IN STEAM GENERATING EQUIPMENT SINCE 1890 
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THE REASON FOR THE MERCURY SWITCH IS THE ADDED SAFETY: 
BETTER PERFORMANCE AND LONGER CONTROL LIFE-ALL OF 
WHICH ARE IMPORTANT WHEREVER CONTROLS ARE REQUIRED 


WHY CONSIDER LESS WHEN YOU CAN GET SO MUCH MORE 


WRITE FOR COMPLETE CATALOG 
THE MERCOID CORPORATION ¥ 4201 BELMONT AV.,CHICAGO 41, ILL 


MANUFACTURERS OF AUTOMATIC CONTROLS FOR HOME 
COMFORT AND VARIOUS INDUSTRIAL REQUIREMENTS 
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PICTURE OF COMFORT AND PEAK PRODUCTION! Planet Power steering in the TD-24 % 
makes it easy to get maximum production. 

International's TD-24 pays big dividends in efficient | Keeping ahead of hungry hoppers is no trick with 

coal handling for power companies eight speeds forward, eight reverse, and positive — 
reserve torque control to move overloads with: 

Watch the Big Red Champ dig in! out stalling. fe 

You can see the output! See the TD-24 and other efficient International : 

‘ . - i f your 

So easy to handle with Planet Power steering queue at the — ouete ange — 

, nearest International Industrial Distributor to- 

that the operator can concentrate on making : - 

every pass pay off, blading a big load each time day. Find out how International power cuts cost 

z i ‘ while breaking work records. Learn how large 

So cas AN maximum drawbar horse- stocks of factory-made parts and thoroughly 
power—that big jobs are handled as fast as other trained service engineers will keep your Inter- i 


crawlers do small ones. No wonder the TD-24 
is the operators’ pet. 


national power in top shape for hard-working 


years to come. It’s power that pays! 
It’s in solid with utility management, too. International Harvester Company, Chicago 1, Illinois 7 


INTERNATIONAL (.:| uremia 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





THe American Appraisat Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 














DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














-Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


np ELECTRICAL TESTING LABORATORIES, INC. 


*k with 
ositive 
3 with- 


=| |bgd ford, Bacon & Davis 


ts cost sD 

, VALUATIONS CONSTRUCTION 
! Engineers 
ahve REPORTS g RATE CASES 
Inter- 
orking 














NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 














GIBBS & HILL no. 


CONSULTING ENGINEERS 
»AYS DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) 


GA GILBERT ASSOCIATES 








INCORPORATED 
ENGINEERS ¢ CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING - WASHINGTON + HOUSTON + PHILADELPHIA + ROME + MANILA + MEDELLIN 


FOUNDED 1906 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street e CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 

















HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground « Construction | ae ~ e Ball Field Lighting 
Right of Ways « Chemical Control ¢ Tree Trimming ¢ “Gas and Oil Lines - Now Working in 14 States 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
* NGINEERS 
ARBOR, MICHIGA 
wimengtine” hy. STUDIES— 


for Rate Cases, Security Issues, Re oats © uirements 
ORIGINAL COST AND CONTINUING P PROPERT RECORD 
DETERMINATION 











Mention the FortnicHtLy—It identifies your inquiry. 
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PROFESSIONAL DIRECTORY (continued) 


She huljian Copporalion 


ENGINEERS @ CONSTRUCTORS 








—_— 





1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
WASHINGTON, D.C. «© ROME, ITALY © CALCUTTA, INDIA 
CARACAS, VENEZUELA « MEXICO CITY, MEXICO 


William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
“ Utility Management Consultants Specializing in REGULATORY 
6 
WATER COST ANALYSIS ener 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 


N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 

















CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 


Gas Turbine Installations 
80 FEDERAL STREET see BOSTON 10, MASS. 








RATES TAXES 


SAP MIDDLE WEST (TiNancs 

CE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co. ACCOUNTING 


ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 


Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND — SPECIALISTS IN 
OPERATING ENGINEERS sf ] ACCOUNTING, FINANCING, RATES, 
PURCHASING \ bs INSURANCE AND DEPRECIATION 








231 SOUTH LA SALLE STREET ~ CHICAGO 4, ILLINOIS 











Complete Services for Gas and Electric Utilities 


ee oe MMP Rtehards 


Industry DESIGN - ENGINEERING » CONSTRUCTION 
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SANDERSON & PORTER Sap 


ENGINEERS 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Uvilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 














ALBRIGHT & FRIEL, INC. 
. ENGINEERS, CONSTRUCTION AND 
FRANCIS S. FRIEL MAINTENANCE CONTRACTORS 
Consulting Engineers for the GAS INDUSTRY 


Airtelds, Retuse Incinerators, Industral Bulldings ¢ Se 


City Planning, Reports, Valuations, Laboratory GAS ano SERVICE CO. 











BL ACK & VE ATCH GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
CONSULTING ENGINEERS So bcabeppabedesertss 
Appraisals, investigations and _ re- HARRISBURG, PENNSYLVANIA 


ports, design and supervision of con- eport 
struction of Public Utility Properties bavestignétone—@ o—Repeaieate 
Original Cost and Depreciation Studies 


4706 BROADWAY KANSAS CITY, MO. Sikes detalii teenies ate 











EARL L. CARTER W. C. GILMAN & COMPANY 
Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Load and Capacity Studies — Rate Cases 
Pubiic Utility Valuations, Reports and Financial Planning 
Original Cost Studies Investigations — Reports — Supervision 
910 Electric Building Indianapolis, Ind. 55 Liberty Street New York 5 


Consulting Engineers 
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| PRANcIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


Organization and Procedural Studies 
ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 


70 Pine Street @ New York 5, N. Y. 
BOwling Green 9-5165 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tol. Rittenhouse 6-3037 








LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSa.ie St., Cricaco 








HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
Lines, 8 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouUTH MICHIGAN Ave. CHICAGO 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








LAURENCE S. KNAPPEN 
Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses Examined 
919 Eleventh Street, N.W., Washington {, D. C. 
Telephone: National 7793 


United States Testing Company, Inc. 














LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 











WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC SwoRKS 


NEW HAVEN CONNECTICUT 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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bright & Friel, Inc., Engineers 
an Appraisal aren seh The .. 
Analysts Journal, 
A-P Controls Corporation 


Babcock & Wilcox Company, The 
*Bankers Trust —— 
Barber Gas Burner 


Barber-Greene Com 

*Bituminous Coal institute 

Black & Veatch, Consulting Engineers 
ao Division of Blaw-Knox Co. 
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Soames Mfg. & Supply Com 
Carter, Eari L., Consulting 

Cleveland Trencher —_ ee the” 

*Cechrane Corporat 

Columbia Gas System, tc 

*Combustion Eng 

Commonwealth Associa 

Commonwealth Serviees, les. 

Consolidated Gas and Service Co. 


pox & Zimmermann, iInc., Engineers 


je Division of Chrysler Corp. 


Ebasco Services, Incorporated 
Electric Storage Battery Compa 
Electrical Testing Laboratories, 
Elliott Company 


*First Boston Corporation, The 
» Bacon & Davis, Inc., Engineers 
> Wheeler Corporation 
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yeneral Elec mre 
pes & Hill 

A. é. 
As 





H sama Francis Ce Engineer 
Hansell, Sven B., ek. Actuary 
Hartt, dey Samuel oa 

Harza Engineering ‘Co. 

Henkels @eMecoy, 

Hill, Cyrus G., ingineers 

Hoosier Engineering Compony 


International Business Machines Corporation 
international Harvester Company, Inc. 
Irving Trust Company 
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Jackson & Moreland, E 
Jensen, Bowen & Farrell, 


*Kidder, Peabody & Co. 
King, Dudley F. 
*Kinnear Manufacturing 


seages, Loweze 4,0 Engineers 
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Laramore and Douglass, Inc., Engineers 
Lazerus, Arthur, lanagement Consultant 
Leece-Neville Co., The 
Leffel, James, & Com iny, The 
Leffler, William 5S. Prin inn "Cann Associated . 
Lincoln a ng ‘k nting C 

N. & Company, ho + so 
Lucas & Luteks, Engineers 


Main, Chas, T., Inc., Engineers 
Mercoid Corporation, The 

*Merrill Lynch, Pierce, Fenner & Beane 
Middle West Service Co. 

*Morgan, Stanley & Co. 


*National Association of Railroad and Utilities 
N —e Shipbuildi & Dry Dock C 

ew ews ul ioc °. 
*Nordberg Mfg. Guupeny” él 


*Pacific Pumps, Inc. 

a Serve a ineering C 
joneer Service neering Company 
Pritchard, J. F. & Gor 
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. H. H., Gusay . 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engi ineers 

Schulman, A. S., Electric Co., Engineer: 
a sos & a Sy age, Engineers 

ay Company, Inc 

SSeuthere ‘coal Company, "tne. 

Sprague Meter Company, The 
Springfield Boiler Company 


T 
Thompson Trailer Corporation 


U 
Union Securities Corporation 
United States Testing Co., Inc. 
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Westoott & Mapes, fe Inc., Engineers 
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White, G., Engineering Corporation, Th 











SIMPLEST, MOST EFFICIENT 
CONTROL IN THE GAS INDUSTRY 





J 








Two thermostatic controls 
to fit any requirement 


HECTRIC TOP simply replac- 
es nameplate of manual 
Gasapack. Connected to an 
A-P heat-antieipating ther- 
mostat and plug-in trans- 
former, it provides auto- 
matic MULTI-STAGE flame 
control — “staging” flame 
to suit heat requirements. 


MECHANICAL THERMOMATIC 
Control provides heat reg- 
ulation with extreme sim- 
plicity. THERMomatic Top 
replaces the regular Gasa- 
pack nameplate — that’s all 


‘ 


Designed for modern heating equipment and to 
help you meet competitive conditions, the A-P 
Gasapack offers you all the controls you require 
in ONE compact unit — from ONE dependable 
source. It offers you economy in production and 
inventory, simplicity in service, thorough satisfac- 
tion in use and complete DepenpaBILity, backed 
by A-P’s unmatched research and many years of 
experience in engineering and production of heat- 


ing controls 


Only A-P’s Gasapack Offers All These Advantages... 


= 


- 


Built-in pressure regulator, 
pilot filter, main and pilot 
valves, 100% automatic, 
fail-safe pilot. AGA listed. 


Only One unit to assemble 
to heater or furnace. Elim- 
inates up to five separate 
eontrol units, with their 
joints and connections. 


Simplifies assembly. Re- 
duces purchasing and inven- 
tory costs. Simplifies field 
installation and_ service. 
Offers wide adaptability. 


Available for manual or ther- 
mostatic temperature con- 
trol to meet your needs. One 
unit to stock for either type. 


BF Choice of two types of ther- 


mostatic control, for factory 
installation or for sale as 
accessories. Extremely sim- 
ple installation. 


True Mutti-stace flame 
regulation with either type 
control — flame “stages” in 
perfect response to heat 
demand. 


Compact, size—3%” x 5%” x 
5%”. You don't have to allow 
room for clumsy, old-fash- 
ioned controls and piping. 


Absolutely SILENT — no 
annoying clicks or hum on 
manual or automatic oper- 
ation. A real selling point. 


there is to it. THERMOMATIC 
bulb then takes over and 
“floats” flame in response 
to temp«rature change. 


Write today for Bulletin G-9 for the Complete Story 
You owe it to yourself — and to your product — to get the com- 
plete story on the Gasapack. Our research and engineering 
departments will help you solve specific application problems. 





DEPENDABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 
2470 N. 32nd Street e Milwaukee 45, Wisconsin 
In Canada: A-P Controls Corporation, Lid., Cooksville, Ontario 
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Here is the world’s 
most faulted power system 


This system begins and ends inside our 
High Power Laboratory. It owns only a few 
hundred feet of conductors, yet it has been 
faulted almost 250,000 times—deliberately! 


It gets this purposeful punishment because 
it was erected specifically to serve you... 


For into this miniature system of ours we 
connect every new interrupting device de- 
sign. Here they are repeatedly subjected to 
all fault currents they might be expected to 
interrupt in actual service. And out of this 
testing comes the valuable data that enable 
us to prove ... and to constantly improve 
... the equipment we build for you. 


The testing of high-power circuit break- 
ers provides a good example. The data 


High Power Laboratory 
Developments 


“De-ion®” Grid Interrupters 
10,000,000-kva Interrupting Capacity 
3 and 5 Cycle Interrupting Time 
Reclosing Times as Low as 15 Cycles 
Longer Contact Life 

Smaller Tanks—Less Oil 


gained from thousands of actual faults 
proving ratings as high as 10,000,000 k 
for 230,000 volts—have enabled us tor 
duce interrupting time, and the size d 
equipment to do the job. For you thi 
means greater system stability and bette 
service continuity. Most important, it mean 
--.you can always be sare when you 
specify Westinghouse. 


SEE “ELECTRICAL PROVING GROUND”. The com: jlete stor 
of 25 years of High-Power Laboratory testiny is avail 
able to you in sound and color motion picrvre. H 
is an absorbing record of electrical progress... dt 
matic evidence of the way Westinghouse /roves 
you. For a showing to your group, simply contact yo 
Westinghouse representative or write We ‘inghous 
Electric Corporation, Film Division, P. O %ox 88 
Pittsburgh 30, Pennsylvania. J-60762 








